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Pre-engineered steel buildings represent a 
small segment of the gigantic construction 
field, but in recent years the growth in 
demand for these versatile structures has 
been spectacular and the indicated future 
potential is unlimited. 


‘ 


There is a reason. The utility and economy 
of the steel building have long been recog- 
nized. Now a dramatic new value has been 
added . . . attractive appearance. This has 
been achieved through modern design— 
through development of a wide range of 
beautiful finishes—through the combination 
of steel with other materials such as wood, 
stone, brick and glass. 


The result: steel buildings with eye appeal 





and striking individuality for which there 
is an ever-growing demand in industry, in 
commerce and on the farm. 


Our Stran-Steel Corporation is one of 
America’s largest producers of pre-engi- 
neered steel buildings and a leader in the 
move to architectural beauty. 


Stran-Steel was the first to offer buildings in 
factory-applied color. Today—just two 
years later—color is specified for approxi- 
mately 90% of the Company’s production. 
Stran-Steel has led in development of struc- 
tural refinements. And now, with the aid of 
the internationally famous design firm of 
Harley Earl Associates, it is raising the con- 
cepts of styling to an entirely new level. 





Added to the most modern design and finish 
are Stran-Steel buildings’ traditional ad- 
vantages of steel construction . . . strength, 
fast and economical construction, low 
maintenance cost, enduring weather protec- 
tion, maximum useable floor space. 

As in all National Steel divisions, Stran- 
Steel’s objectives are to make the best 
products available today; to maintain con- 
sistent research and development to provide 
new and better products for tomorrow. 


ThisSTEELMA RK of theAmerican 
steel industry tells you a product is 
steel-made, steel-modern and Steel- 
strong. Look for it when you buy. 


NATIONAL STEEL CORPORATION, GRANT BUILDING, PITTSBURGH, PA. Major divisions: Great Lakes Steel Corporation * Weirton Steel Company 
Midwest Steel Corporation ¢ Stran-Steel Corporation « Enamelstrip Corporation * The Hanna Furnace Corporation * National Steel Products Company 
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“SCHEDULE I-- 
Present Status” 


It’s part of every portfolio review 
that our Research Department prepares 
—an orderly, itemized, clear-as-crystal 
picture of your present investment pro- 
gram. 

Grouped separately you'll find your 
bonds listed first, then preferreds, if you 
own any, then each of your common 
stocks classified according to industry. 

The Schedule shows just which se- 
curities you own, the current value of 
your individual holdings at recent 
prices, and the income in dollars you 
can expect them to pay. 

The Schedule ends with a breakdown 
summary showing just what percent- 
age of your assets are in stocks, bonds, 
savings, and available cash. 

If your own investment program 
seems muddled a bit in your own mind, 
if over the years you’ve bought a little 
of this, a little of that—and you're not 
quite sure what it all adds up to now, 
just ask for a portfolio review. 

Whether you’re a customer or not, 
there’s no charge, no obligation, and 
we think you'll find that Schedule I is 
well worth keeping as a matter of rec- 
ord alone. 

Beyond that, you'll probably get 
something called Schedule II—the best 
suggestions Research can make to im- 
prove the performance of your present 
portfolio. 


But only if they’re really called for. 
Only if they’re in line with your 
stated investment objectives. 


Only if they’re supported by what 
seem to be sound and sufficient reasons 
thoroughly spelled out. 


Think such a review might prove 
helpful? 


Simply address a letter—in confidence 
of course, to— 


Merrill Lynch, 
Pierce, Fenner & Smith 


INCORPORATED 


Members New York Stock Exchange 
and all other Principal Exchanges 


70 PINE STREET, NEW YORK 5, N. Y. 


130 offices here and abroad 
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7. Our 53rd Year of Service - 


aelele) 


Securities 


Politics 


The Trend of Events 


JAPAN REJECTS DICTATION BY IMMATURE STUDENTS 
AND RADICAL ELEMENTS .. . In refusing to be stam- 
peded by a vociferous minority led by strongly or- 
ganized subversive elements, Japan sets an example 
that could well be emulated by governments of the 
various countries where trouble is now being 
fomented by the same kind of irresponsible Com- 
munist-oriented student gangs and saboteurs. 

In refusing to back down from their pro-American 
policy, the Japanese government is telling Red China 
and the Soviet Union that she is master in her own 
house. And, at the same time proclaims to the other 
nations of the world that she will not succumb to 
Communist pressure, and relinquish the right to call 
her soul her own, with the loss of freedom that it 
entails. 

By taking this stand, it will 


of threats that have been made against him by 
the hopped-up minority, which he recognized were 
in the main expressing their fear of reprisals 
threatened by Russia and Red China, if the Japanese 
government ratified the 10-Year Mutual Security 
Agreement with the United States. 

This is undoubtedly the picture that President 
Eisenhower saw when he determined to hold to his 
plan to visit Japan and the Philippines too, where 
similar disturbances were threatened. 

More than ever, it is clear that the Communists, 
damaged by Red China’s aggression in Asia, were 
egging on the extremist elements to stampede their 
governments into anti-American action. And if they 
had succeded in preventing Ike’s visit, were sure to 

capitalize on his retreat, and 





not be Japan, but the two 
Communist intriguers who 
will be losing “face’’ before 
the peoples of Asia. 

Thus, in the light of the 
issues at stake, the United 
States stood firm. It could do 
no less. Nor could President 
Eisenhower possibly have 


cancelled his trip in the face regular feature. 





We call the attention of the reader to 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and business men. To keep 
abreast of the forces that may shape 
tomorrow's markets, 


stamp him as a man afraid 
and intimidated by Commun- 
ist might, which their propa 
ganda would have used as 
tangible evidence of their de- 
structive power that each 
nation must fear. 

With every show of Ike’s 
determination to make this 
trip, their threats and shrieks 
of anger grew louder and 


don’t miss this 
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louder to match their frustration. But their ranting 
fell on deaf ears, for Japan was determined not to 
give way to the frantic pressures of the immature 
minds maddened by Communist saboteurs. 

And now there is every likelihood that Ike’s wel- 
come by the Japanese people who represent the 
great majority of the population will be nothing 
short of tumultuous, and the prestige of the United 
States will soar to even greater heights, despite Mr. 
Khrushchev’s base use of the Communist techniques 
to upset the equilibrium between Japan and the U.S. 

In the meantime, the attitude of the Kishi govern- 
ment in dealing with the leftist-inspired student 
riots, is bound to greatly encourage other countries 
to crack down, in a way that will end these demon- 
strations by immature elements working off youth- 
ful vigor and steam in ill-advised and ill-considered 
action inspired by the Communists. 

What is true in Japan is true elsewhere. These 
various groups that have been disturbing the tran- 
quility of nations represent only a small vocal, 
aggressive and militant minority who enjoy the ad- 
venture and excitement of street brawls under the 
spotlight of notoriety, without shouldering any 
responsibility. 

In fact, we can expect that other governments will 
emulate Japan’s strong stand against this type of 
aggressiveness, which may end in stamping out such 
troublemakers, and awakening the majority of 
adult, thinking people in every country to the need 
for strongly organizing themselves to combat the 
radical and lunatic fringe which is causing all the 
trouble, and creating the psychological instability 
which represents a real danger to every nation, and 
should not be tolerated. 

As this is written, Mr. Hagerty has just arrived 
in Japan, where he was met by some 5,000 screaming 
Communist - inspired youths singing the Interna- 
tionale — clearly pointing to the real source of the 
whipped-up hysteria. 

The demonstrators had been called out by Zenga- 
kuren, Japan’s extreme leftist student federation, 
and the leftist Sohyo Federation of Labor Unions, 
clearly showing that it was a put-up job organized 
from the outside by those giving allegiance to 
Khrushchev, and did not represent the great mass 
of the Japanese people. 

All in all, the situation gives Democracy some- 
thing to think about. Certainly, freedom for the in- 
dividual should not include “freedom” for Commun- 
ist infiltrators to destroy a government. Nor should 
their slick lawyers be able to get away with tech- 
nicalities on the motives of Communist efforts to 
sabotage our government. For we know full well 
that all Communists, wherever they are found, are 
dedicated to the overthrow of the government of the 
countries in which they operate. 

What has taken place in Japan should be a lesson 
to us, for it represents merely a spectacular example 
of what is going on in every country around the 
world, in accordance with Communist goal of World 
domination. 

There is no doubt that the stature of Japan has 
risen mightily as a result of her firmness, and that 
President Eisenhower’s determination to go to Ja- 
pan will mark him as a man of indomitable courage, 
and tell why he won the hearts of his men and 
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our allies during the crucial days of World War II. 
Charles Benedict 


GOLIATH UNDERESTIMATES DAVID. Another summit 
conference, this time on the domestic front and 
affecting the welfare of the national economy, seems 
headed for failure; not as spectacular as that in 
Paris, but with consequences that point to continued 
disastrous labor-management brawls damaging to 
our national defense and equally damaging to the 
family breadbasket. 

Referred to, of course, is the top level labor- 
management conference first broached by AIFL-CIO 
President George Meany during the height of the 
steel strike, and later heartily endorsed by President 
Eisenhower in his State of the Union message. The 
Departments of Labor and Commerce, after nearly 
five months of negotiations with Mr. Meany and the 
National Association of Manufacturers came up 
with a sort of agenda, or rather a seven -man 
group — three from labor, four from management. 

From labor there is George Meany, Walter 
Reuther of the United Automobile Workers and 
George Harrison of the Brotherhood of Railway 
Clerks — all of them top figures in the field of labor, 
all with many years of experience in labor-manage- 
ment relations. They all represent industries basic 
to the national economy. Parenthetically, we com- 
ment that David MacDonald, President of the Steel- 
workers, should have been included. 

Industry conferees selected by the National Asso- 
ciation of Manufacturers, in the opinion of the 
labor group, are inadequate to the task. There is no 
implication that they lack integrity or seriousness 
of purpose, but there is the claim that they do not 
come from large industries basic to the national 
economy. For this reason, say the labor forces, the 
management side of the conference does not have 
the background to adequately deal with so massive 
a problem as working out a system of averting 
future catastrophic labor-management warfare. 
Privately, the labor leaders are irked that their 
management counterparts at the conference table 
will be “small fry” in comparison with the labor 
conferees who hoped to have “big steel,” “big 
motors” and “big rails.” 

In this assumption labor is wrong. It is true that 
none of the four selected by the NAM represents an 
industry which can be said to be as basic to the 
nation as steel, coal, transportation or communica- 
tions, but each is a top executive of a large company 
eminently successful in its respective area, with 
large employee forces and with a good record in the 
field of labor-management relations. Further, each 
comes from an industry that severely suffers when 
the big unions — steel, transportation, etc. — stage 
a long strike. 

It certainly seems that labor has adopted the un- 
reasonable attitude that “our conferees are giants; 
you have sent in pygmies.” We would remind Mr. 
Meany, et al, of David and Goliath. It isn’t always 
the relative stature of the man which gets desired 
results; it’s the gray matter in his head, his talents, 
and his application of those talents. 

With a brief initial meeting behind it, the con- 
ference is slated to resume at some vague future 
date, perhaps in (Please turn to page 394) 


THE MAGAZINE OF WALL STREET 


a 


or 


Ve Vw oe VS eer, 


vy or he ww «6 


en! a ne 















































fl 


Ab. 9 Seo Gt! 1 





U.S. REDUCES DISCOUNT RATE... 


ANY are puzzled as to how to interpret 

the action of the Federal Reserve in cutting 
the rate from 4% to 314%, while West Germany at 
the same time raised the rate from 4% to 5%. Does 
the fact that these two recent changes in discount 
rate — proclaimed almost simultaneously at the be- 
ginning of June — point to a new era of behind-the- 
scenes collaboration between central banks on credit 
and monetary control? Actually both moves, in them- 
selves, represented no evident departure from estab- 
lished policies . . . that is, to hike the bank rate as an 
anti-inflationary device to curb rising prices 7. 
expanding credit, and to lower it in the case of 
business decline or slack in the economy. 

The American and German actions are in general 
accord with this concept. But it is the EXTERNAL 
CONSIDERATIONS which make them more signi- 
ficant and perhaps indicative of a new and more 
subordinate role for the discount rate in the next 
few years— after what may turn out to have been 
a short-lived renaissance for this monetary instru- 
ment. 

> THE U.S. MOVE was made in the face of a gold 
stock which has been declining for the past few 
years, and has been a thorn in the side of our mone- 
tary management. With the advent of external con- 
vertibility for the leading West European curren- 
cies, it was recognized that short-term funds would 
be more responsive to international interest rate 
differentials, and as a result, temporary “spreads’”’ 
would lead to a shift of funds. Hence, a limitation 
was said to have been imposed on the previously 
purely domestic considerations of U.S. discount rate 
policy. 

And it was generally thought —this writer not 
excepted — that the Federal Reserve would be some- 
what reluctant to lower the discount rate, even in a 
recession period, for fear of a resultant gold out- 
flow. Thus, for the past few months, the Fed has 
been relaxing pressure on bank reserves through 


JUNE 18, 1960 


WEST GERMANY RAISES IT — WHY? 


open market operations, as no boom was evident and 
the demand for funds was far from overwhelming. 
The reduction of the discount rate was thus not a 
completely unexpected surprise as short-term money 
rates had eased. 

But making the move when there was only some 
leveling off of business activity, which has not been 
a cause for any real concern, is something different. 
This seems to suggest that the Federal Reserve 
is experimentally probing the new atmosphere of a 
general psychology, at least temporarily free from 
any immediate inflation-scare. 

While giving a mild stimulant to bank credit, the 
authorities are evidently hopeful that no major out- 
ward movement of dollars or gold will take place, 
as confidence in the dollar is now strong. The large 
amount of foreign short-term dollar assets here re- 
flects this, even though some of these balances can 
be converted into gold — which is not presently the 
case. If the “test” proves the Fed right, the discount 
rate itself might decline in importance as an inde- 
pendent weapon, subservient to the control of the 
availability and supply of money — for which other 
Central Bank powers are available. 

The all-important basis for such action is CON- 
FIDENCE, which can only be achieved by demon- 
strating through various measures that our mone- 
tary and financial policies are to be flexibly and in- 
telligently applied. 

From this corner, it seems that we might final- 
ly be on the way to some degree of success in this 
area and thus might be entering an era of some 
new departures in monetary policy. 


> WEST GERMANY’S discount rate increase, too, is 
most interesting from the point of view of some 
rather unusual accompanying innovations. The Bonn 
authorities are deeply concerned with a domestic 
inflation threat, @ due to hyper-full employment, 
@ new orders exceeding (Please turn to page 396) 
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How Long Will Summer Rise Last? 


In absence of any indication of business improvement in normally slack vacation season, re- 
sistance to advance may well develop, once stimulating effect of a technical rebound has run 
its course. Pressure from Congress and Governor Rockefeller to boost military expenditures 
likely to encounter resistance from Washington Administration. Beneficial effect of capital 
spending already is being retarded by evidence of excessive capacity in many industries. Con- 
sumer demand also showing signs of a significant contraction. Stronger resistance to re- 


covery expected by late July. 


By A. T. MILLER 


It you are one of those persons who is in- 
clined to believe everything he reads in his daily 
newspapers, you probably would find ample explana- 
tion for the brisk rise registered in stocks in the last 
few weeks. You would have read of mounting pres- 
sure brought to bear on the Washington Administra- 
tion to increase military spending. You might have 
assumed that the challenge by New York State’s 
Governor Rockefeller demanding an immediate $3 
billion increase in defense expenditures, would give 
impetus to a rash of appropriations for missiles and 
other nuclear weapons. 

Realistic appraisal of the situation suggests, on 
the other hand, that any acceleration in prepared- 
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ness resulting from the summit collapse probably 
will be comparatively insignificant and that pro- 
grams authorized months ago will be carried out 
according to plan. Moreover, an unemotional review 
of recent political and economic developments likely 
will tend to restrain some of the speculative enthusi- 
asm engendered in financial markets coincident with 
a change in Federal Reserve credit policies that 
found expression in a reduction of the rediscount 
rate to 314 from 4 per cent. 

Precedent supports the contention that credit re- 
laxation develops in recognition of business declines 
— not at a time of rising industrial activity. 

Interest rates rose sharply last winter to the 
highest level in a generation in response 
to urgent demand for funds with which 
to finance an expected boom that econo- 
mists were forecasting as a consequence 
of a steel strike settlement. When the 
inflationary boom failed to materialize, 
loans were paid off and demand for 
credit steadily contracted. With the 
downward revision in bank rates, gov- 
ernmental monetary authorities have 
tacitly admitted that they are more 
concerned over the possibility of a re- 
cessionary trend in business than over 
any nearby revival of inflationary eco- 
nomic forces. 


Why Then — A Market Advance? 


Such being the case, what about the 
brisk rebound in stock prices to the best 
level in many months? What does the 
recovery signify, if anything, and how 
long is it likely to endure? In pondering 
these interesting queries, one is apt to 
decide to maintain a cautious viewpoint 
and to regard the behavior as a seasonal 
(and therefore temporary) phenome- 
non. In the first place, stocks had shot 
up vigorously in December, and in the 
opening session of 1960 on the false 
assumption that the steel contract 
settlement would be highly inflationary, 
and that there would be a rush on the 
part of consumers to build up large in- 
ventories of raw materials in anticipa- 
tion of subsequent price increases. The 
reasoning proved fallacious, and traders 
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disposed of their specula- 
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Talk of a speed-up in 
military spending to count- 
eract Soviet charges of ag- 
gression and border viola- 
tions gave impetus to the 





upturn, sparking electron. 
ics and aircraft issues. De- 
mand then spread to seasoned industrials when the 
so-called “glamor” stocks faded. As usual, the rally 
gained many supporters endeavoring to “beat the 
gun” on an expected reduction in margin require- 
ments. 

Incidentally, groups mentioned here a month ago 
as likely candidates for a summer advance — air- 
crafts, building supplies, electronics, retail trade and 
steel — fared well in the resurgence. 


And Now — What's Ahead? 


Granting, if you will, that the movement from 
early May to mid-June represents a technical re- 
bound from a temporarily oversold position, what 
about the outlook for the next several weeks? In 
considering the question, one naturally would en- 
deavor to appraise probability of business condi- 
tions. ® One would examine prospects for automo- 
biles, not only for the approaching change-over 
period, but also for the 1961 new model showings. 
@ The outlook in motor cars obviously would be 
closely related to that for steel. @ Building would 
be considered, along with a host of smaller segments 
of the economy, including transportation. 

What Does It Show 

In undertaking the survey and weighing the evi- 
dence, one could scarcely become enthusiastic. There 
is little indication of an approaching vigorous im- 
provement. @ One of the major forces contributing 
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to a high level of business activity has been capital 
expenditures on new equipment and plant expansion. 
Projects of this nature are not increasing. The re- 
cent Securities & Exchange Commission survey dis- 
closes signs of a flattening out in capital spending 
ideas. The Commission envisions a total in capital 


spending for the year of $36.8 billion, or slightly 
less than the $37 billion estimate compiled in March. 
A dearth of orders for durable goods in recent 
months seems to have dictated a more cautious 
policy on expansion projects. 

Although motor car retailers experienced the best 
sales last month for any May since 1955, the demand 
for new cars was smaller in relation to the potential 
market than in earlier years, Detroit manufacturers 
thus are frankly disappointed. In construction, th« 
easing in money rates has come rather late to spur 
the residential market. Steel production in coming 
weeks should recover from abnormally low levels 
reached in the last two weeks and comparisons in 
July and August with strike-ridden months of 1959 
will be favorable. Rising costs and narrowing profit 
margins continue to pose problems in steel, especial- 
ly for marginal producers and others in stainless, 
where prices are generally unsatisfactory. 

Effect of Defense Spending—If government spend- 
ing is unlikely to be raised significantly — and even 
though appropriations should be enlarged, many 
months would be required to permit business to feel 
the impact — if capital (Please turn to page 396) 
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& What business looks like in each area — how it compares with a 
year ago — and the trend since January 1960, looking to 1961 
& Which industries are holding up — retail trade picture — demand 

















HE recent decision of the Federal Reserve Au- 

thorities to modify the policy of credit restraint 
may well have been arrived at after a careful analy- 
sis of the state of business throughout the country. 
The nation is divided into twelve Federal Reserve 
Districts, each one of which transmits into a central 
source, economic and statistical information con- 
cerning business conditions in its respective area. 
Because the credit easing or restraining decisions 
of the Federal Reserve Authorities are based on the 
information received from the various districts, it 
is interesting and informative to make a broad sur- 
vey along the same lines and see what they may 
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for money and credit — employment situation 
& Areas making progress — standing still — declining 


have found. 

The district-by-district study which follows re- 
veals rather clearly that the economic dangers lie 
more along the lines of deflation rather than infla- 
tion. While business in the various districts con- 
tinues to operate at relatively good levels, there is 
evidence of a slackening in the pace. Undoubtedly 
it is this slackening tendency, noted in practically 
all the twelve districts, which impelled the monetary 
and credit managers to modify their heretofore 
stringent credit policies. 

In the districts which have shown average or 
below average economic and business growth in 
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recent years, the slackening has actually created 

labor surplus areas, as in the First and Second 

Districts. And even in the most dynamic areas 

such as the Sixth (Atlanta), the Eleventh 

(Dallas) and the Twelfth (San Francisco), there 

is evidence of a slowing down rather than an 

acceleration of the rate of business activity. 

With respect to the available information about 
business conditions in each district, there appears 
to be a lack of uniformity and completeness. Thus, 
in some instances it is necessary to look to local 
business associations or to state economic depart- 
ments for information. Too many of the District 
3ank letters duplicate comments on the national 
picture with little or no solid economic data con- 
cerning their own district. It is understood that this 
situation is now being corrected so that more up- 
to-date data on developments in each district will be 
available in the near future. 

Index of Department Store Sales—This single series 
which is uniformly available for all districts on a 
monthly basis, shows a downward movement from 
January through March in practically all districts, 
except San Francisco. @ This series also shows that 
the Atlanta, Dallas and San Francisco Districts con- 
tinue to rack up larger percentage gains in depart- 
ment store sales over the 1947-1949 base period than 
the other districts. @ The latter three districts cur- 
rently are reporting department store sales in the 
area of 60% above the base period, while the gains 
for the other districts average about 36%. 

& With respect to economic data applicable to so 
short a period as the first three months of 1960, it 
is difficult to eliminate the effects of such factors 
as the weather and the aftermath of the steel strike. 
This difficulty may have influenced the Federal Re- 
serve Authorities to delay their recent decision to 
ease credit. Sufficient evidence apparently built up 
to warrant the conclusion that even after allowing 
for the effects of weather and the steel strike, the 
tendency was in the direction of a slowing down 
rather than an over-acceleration of the rate of busi- 
ness activity. 

& Whether the ensuing months of 1960 will show 
a continuation or a change in direction of the busi- 
ness trends of the first quarter remains to be seen. 
It is possible that some elements of strength already 
were in the background and will be stimulated by 
the shift away from credit restraint. If this proves 
to be the case, it is reasonable to expect that the 
Federal Reserve Authorities will again make some 
moves in the direction of tightening credit. 

MAJOR BUSINESS TRENDS IN 12 FEDERAL 
RESERVE DISTRICTS 
1. First District — Boston 


Although certain phases of New England’s econ- 
omy held up well in the first quarter, manufactur- 
ers’ plans for plant and equipment in this area are 
expected to show only a 12% gain over 1959 com- 
pared to an anticipated gain of 26% for the nation. 

& The bright spots are the paper industry and 
the electrical machinery industry which are plan- 
ning above average increases in capital outlays in 

1960. 

& Apparel and shoe industries have shown less 
than last year’s rate of expansion of activities, 
and although textile mills maintained steady op- 
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erations during the first two months, a slackening 
in demand developed during the period. This re- 
sulted in some easing of prices and adjustment 
of production schedules to avoid accumulation of 
excess inventories. 


2. Second District — New York 


Business activity in the Second Federal Reserve 
District during the first quarter of 1960 continued 
generally at a rate above that of the comparable 
1959 period. However, following the national trend 
there was some easing in New York’s economy in 
March from the record pace of the two previous 
months. 

& Adverse weather was a major factor in the 
decline. 

& The New York State Commerce Review for 
May, 1960, states that the output of steel in the 
Buffalo area was trimmed following replenishment 
of inventories depleted by the strike. However the 
rate of operation in this area continued above 
average. The Albany-Schenectady-Troy labor mar- 
ket has been reclassified to one of substantial labor 
surplus by the U. S. Department of Labor. The 
decline in the nonelectrical machinery industry 
there is held primarily responsible. Two other 
major areas in New York (Buffalo and Utica- 
tome) and nine smaller ones were in the substan- 
tial-labor-surplus category in March, 1960. 


3. Third District — Philadelphia 


Despite the handicap of including some depressed 
anthracite coal mining areas within its confines, the 
Third District apparently is continuing to turn in 
an economic performance superior to that of the 
First and Second Districts. 

> For the first two months of 1960, factory 
employment in the Third District was 4% above 

a year ago and factory wage income was up 8“. 

Althcugh adversely affected by severe snow storms 

in March, department store sales in the Third 

District held to a higher level throughout the first 

quarter of 1960 than that of either the First or 

Second District. 


4. Fourth District — Cleveland 


Conditions in this district, which includes all of 
Ohio as well as parts of adjoining states, are re- 
ported to be good, although declining slightly from 
the spurt immediately following the steel strike. 

> Industrial output, employment, sales and 
banking activities are generally greater than they 
were a year ago. 

& However, in recent weeks a slackening in 
some areas has appeared. For example steel mills 
were operating at 79% of capacity in the week 
ended May 22, compared with a rate of 87% a 
month ago, and 94% a year ago. However, the 
79% rate for this area is greater than the average 
for the country, which was 72%. 

> Employment, as reported by the Cleveland 
Chamber of Commerce for 100 manufacturing 
concerns dropped slightly in both March and 
April. 

& Electric output in the area has been declining 
somewhat, but in the first quarter the total output 
was 6% above a year ago. 

& Department store sales and autcmobile sales 
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are holding at levels above a year ago and the 
trend of commercial, industrial and agricultural 
loans by banks in the Fourth District has been a 
rising one during the first quarter of 1960. 


5. Fifth District — Richmond 


Economic activity in the Fifth District, which 
includes Virginia and part of West Virginia, Mary- 
land and the Carolinas, has continued this year on 
a high and generally prosperous level. 

> A monthly Index of Economy Activity in 

Virginia, prepared by the Bureau of Business Re- 

search of the College of William and Mary shows 

the following: 


Index Number 


Month (1956-58 — 100) 
January 107.6 
February 117.2 
March 110.7 
April 122.8 


& This index is based on nine selected indicat- 
ors of business activity. It points up a sharp re- 
covery in April when better weather was reflected 
in a substantial increase in department store sales 
compared to March. Unusually severe storms in 
the latter month may have caused some deferred 
demand. 

®> Businessmen in this area remain cautiously 
optimistic and this attitude is reflected in inven- 
tory positions which are quite low relative to sales. 
This district’s 1960 business prospects appear to 

be somewhat above the average for the nation as a 
whole. 


6. Sixth District — Atlanta 


This district which includes Georgia, Florida, 
Alabama, Tennessee and parts of Louisiana and 
Mississippi, appears to be one of the most rapidly 
improving areas in the country. 

®> Even though the index of department store 

sales for this district declined from 178 to 160 

from January 1960 through March 1960, the latter 

figure is well above the 140 average index for the 
nation as a whole. 


7. Seventh District — Chicago 


This district includes most of northern Indiana 
and Illinois together with a major portion of Wis- 
consin and Michigan as well as Iowa. 

& While durable goods manufacturers have ac- 
counted for most of the layoffs and shortening of 
work weeks, Wisconsin, an important durable 
goods producing state, has a strong employment 
situation. 

> In March, 24 of the 149 labor market areas 
in the nation were estimated to have less than 
3% unemployment. All 4 of the Wisconsin cen- 
ters classified by the Department of Labor were 
in this category. 

& Iowa also showed up well with both classified 
centers—Des Moines and Cedar Rapids, in this 
group, Illinois and Indiana also have relatively 
favorable employment situations. 

& Only Michigan, among the District states, 
had higher unemployment than the national aver- 
age, as has been the case for several years. 

In general, the Seventh District’s relative level 
of prosperity appears to be slightly below the aver- 
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age for the country, as indicated in its average 
index of department store sales of 130 for the first 
quarter of 1960 versus the national average of 140. 


8. Eighth District — St. Louis 


Divergent trends have characterized the first 
quarter’s economic picture in the Eighth District. 
> For example, the index of department store 
sales in this district was 150 in January, 131 in 
February and 126 in March. At the same time 
individual account bank debits, which reflect finan- 
cial and economic activity, were up 9% from Feb- 
ruary in this district, and were 4% ahead of 
March 1959. 

& The Eighth District includes important parts 
of Arkansas, Kentucky, Tennessee and Illinois in 
addition to St. Louis and surrounding territory 
in Missouri. 

& Within the area there were different trends 
in the early months of 1960. Thus, in March as 
compared with a year earlier, bank debits declined 
one or two percent in Louisville, Kentucky; Pine 
Bluff, Arkansas; Sedalia, Missouri and Spring- 
field, Missouri. They declined 4 to 7% in Jackson, 
Tennessee and Fort Smith and El Dorado, Ar- 
kansas. But there was an increase in various other 
cities ranging up to 10% at Helena, Arknasas and 
22% at Cape Girardeau, Missouri. 

The over-all 1960 first quarter economic situation 
in this district was one of a relatively high level of 
activity, tending to slacken as the quarter ended. 


9. Ninth District — Minneapolis 


Since this district’s economy is heavily dependent 
upon agriculture and mining, business activity was 
somewhat lower than the nation as a whole during 
the first quarter of 1960 compared with 1959. How- 
ever, in March and April employment showed sig- 
nificant gains as did retail sales. 


> The data on personal income in Minnesota 
covering the first quarter registered a 3.4% gain 
over last year; with March figures up an esti- 
mated 4.2%. Bank debits also have been on the 
plus side, averaging about a 6% gain from a year 
ago. 

®& The most pessimistic economic situation in 
the Ninth District is the continued decline in farm 
income, with February statistics (latest available) 

showing a 14.6% decline from the same month a 

year earlier. 

& The general outlook for this district is for im- 
provement but the overall rate of economic activity 
may be expected to continue to be somewhat below 
the average for the rest of the nation. 


10. Tenth District — Kansas City 


This district includes only a small segment of 
Missouri but embraces all of Nebraska, Kansas, 
Wyoming and Colorado plus large parts of New 
Mexico and Oklahoma. 

» Here again the evidence of economic activity 
is mixed. For the first three months of 1960 the 
value of check payments in the Tenth District was 
up 4% from a year ago, with Denver making the 
best showing, up 9%. 

& With respect to Department Store Sales, the 

District was 4% under a year ago, with Wichita, 
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indices point to what ap- 
pears to be at least a 
temporary slackening of the rate of gain. 


11. Eleventh District — Dallas 


The Texas economy has been booming over re- 
cent years. At present, however, this state’s econ- 
omy seems to be on a plateau. Business is very good 
but does not appear to be showing a discernible 
upward trend. 

> Total industrial production is about on a 
level with where it was a year ago. Manufacturing 
has shown strength, but the petroleum industry 
has been the major weak spot in the economy of 
the area. This district continues to be one of the 
nation’s strong sections economically. 

> Its index of department store sales currently 
is the highest for all Federal Reserve Districts. 

The index number is 166 (100 is base for 1947- 

1949). This compares with 140 for the nation as 

a whole. 

> Recently announced business expansion plans 
give optimism to the near-term outlook, but it 
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Idaho, Utah, Nevada, 
part of Arizona and all 
of the two new states of Alaska and Hawaii. 

& This is probably the most dynamic of all the 
Federal Reserve Districts in respect to economic 
growth and activity. 

& Department store sales in this district are 
running 160% above the 1947-49 base level. 

& Also, bank debits to demand deposit accounts 
rose to $23.1 billion in April, 1960 from $22.2 billion 
a year ago. The weekly operating rates of western 
steel producers averaged about 80% of capacity in 
March 1960, down 10% from the February level of 
operations. This suggests that, as in other areas of 
the country, the stimulus to production provided by 
inventory accumulation has dwindled sharply in 
recent weeks. 

> Also in the lumber industry orders came in 
slowly through March and lumber production was 
increased less than seasonally during the month. 
Sawmills have been revising sales estimates down- 
ward and are becoming more cautious about in- 
creasing already high (Please turn to page 393) 
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3 COMPANIES 
MAKING GREAT STRIDES 
UNDER FINE MANAGEMENT 


| 
| By WARD GATES 


> The “Champ” at Pullman 

> The challenge to Peter Grace—and how it was met 

> George Romney—the “David” who battled the 
Goliaths of the Auto Industry 


HE greatness of this nation has been built on the leadership 

which has always come to the fore in every crisis. And these 
men of prodigious ability sprang from the farm, the city, the 
hill country. 

From the backwoods came Lincoln, who served the country 


ae ~~ 
through its most agonizing period of internal strife—and saved — 
the Union. N LN ininey 
To “Teddy” Roosevelt we owe so very much, for his guidance Sy 
4 


inspired our youth to heroic ideals—and his “square deal” taught 
all classes that spirit of cooperative effort which built our latent 
industrial might in a way that benefitted the whole people—the . 
effects of which we are feeling today in the broad prosperity of X 
the nation. 

And history will record the great accomplishments, that bor- 
der on genius, of Dwight D. Eisenhower, who came from rela- 
tive obscurity to the supreme command in World War II. It will 
remember too his notable achievements as President, in the 





















difficult task of maintaining peace under the ham- 
mering of destructive forces, and the leading of our 
nation through times of great peril with soldierly 
courage and unfailing devotion. 

But we have not only been fortunate in national 
leaders at time of crisis. We have been fortunate too 
in the advent of men having industrial, organiza- 
tional and inventive genius, who have built for the 
United States the greatest industrial machine in the 
world. What nation has produced greater men than 
Benjamin Franklin who in addition to his versatile 
talents in the various areas of economics, diplomacy 
and philosophy, made such basic contributions to 
the development of electrical energy? What of 
Thomas Edison, Henry Ford, Andrew Carnegie and 
John D. Rockefeller, to cite but a few of the builders 
of America who literally scratched out new indus- 
tries with their bare hands, and laid the foundation 
for the broad ramifications for an economy that has 
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Pullman, Incorporated 


set the pace in world leadership. And there were 
many others who have demonstrated great genius 
and contributed in their own way to the growth of 
our country. 

Similar contributions are being made today by 
men of the same caliber who have taken declining 
enterprises, and by sheer ability, organizational tal- 
ent, and hard work, have welded them into powerful 
and successful entities. Such men are Champ Carry 
of Pullman, Inc., J. Peter Grace of W. P. Grace & 
Co., and George Romney of American Motors, who 
met hallenges that in some ways were more baffling 
than the rough and tumble struggles of the earlier 
giants. For each of these men, faced with different 
situations, revived moribund companies, breathing 
new life into businesses that seemed stagnant at 
best, or on the way to ruination, at worst. 

What is most fascinating about the accomplish- 
ments of these three is the different roads they 
traveled, and the different battles they fought, not 
in the cause of personal glory, but for pride of ac- 
complishment. In the process they not only saved 
fortunes in invested capital and built new enter- 
prises, but also created new areas of employment 
JUNE 
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where economic distress threatened—and made it 
all worthwhile. 


The David Who Battled the Goliaths of Auto Industry 


George Romney presents the most romantic case 
in point. For what is more in the American tradition 
than the “little fellow” who wages an uphill fight 
against great giants and wins. 

When Romney joined Nash-Kelvinator in 1948 as 
assistant to the president, the company was an “also 
ran” in the automobile field although well regarded 
in the home appliance industry. In fact, in that year 
it was Studebaker which stole the show from the 
auto giants with a revolution in styling although, 
unlike Romney, Studebaker was unable to cash in 
on its success. 

After the merger of Nash and the Hudson Motor 
Car Company, Romney was elevated to the position 
of executive vice president, but the merger did not 
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solve the difficulties. The company was dying on its 
feet, piling large losses one atop of the other, in a 
vain attempt to match the giants of the auto indus- 
try, under a set of rules that made it practically 
impossible for any small company to compete. 

At this stage of the game, in 1954, George Rom- 
ney was made president and promptly showed his 
special talents of vision coupled with common sense. 
His enthusiasm won the support of such men as 
43 year-old Roy Chapin, executive vice president and 
head of the Automotive Division, 52 year-old Aber- 
nethy, sales vice president, and 49 year-old Bernitt, 
Automotive Operations, in a way that completely 
transformed the slow plodding Hudson-Nash _ pro- 
ducer into the company it is today. 

The Rambler which was a little nonentity at first 
eventually rocked the automobile industry with 
earthquake force, shattering smugness and ushering 
in the little compact car, moving into what was once 
the low-priced market. Ford, Chevrolet and Plym- 
outh are now in the medium priced field. This year 
the compacts account for almost 25% of the indus- 
try’s output and there is no reason to suppose that 
Romney is wrong when he declared recently that 
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“Rambler-sized compact cars ... will be taking more 
than 50% (of the market) by the end of 1961.” 
From American Motors’ point of view the hap- 
piest outcome has been the persistence with which 
car buyers have continued to purchase Ramblers 
despite the competition from the Big Three. In fact, 
in May 1960 AMO again increased its share of the 
car market. This year American Motors looks to a 
billion dollar sales volume against a mere $400 mil- 
lion as recently as 1954. Earnings have climbed from 
deficit operations to relatively handsome profits. 
Of greater importance, however, is the fact that 
the company has developed brand loyalty among its 
customers; and through good management has re- 
duced its break-even point to the lowest in the in- 
dustry. George Romney has done a good job! 


The Challenge to Peter Grace 


George Romney won his fight. That was one 
type of industrial heroism. A less dramatic, but 
equally heroic task, was accomplished by Peter 
Grace, third-generation president of W. R. Grace & 
Co. For until 1950 W. R. Grace was essentially a 
steamship line, subject to all the pitfalls, aggrava- 
tions and money-losses that have beset the unhappy 
shipping industry in the post-war years. What was 
worse, however, was the fact that most of whatever 
money Grace did earn originated outside the U.S., 
usually in Latin-American countries that froze the 
funds within their borders. The results for W. R. 
Grace stockholders were galling, with the company 
beset by one problem after another. 

J. Peter Grace, though born and raised within the 
Grace empire, fortunately was built of the kind of 
stuff that revitalizes great dynasties rather than 
dissipating their strength in easy living. From the 
time he joined the company in 1936 he rolled up 
his sleeves and went to work. When he attained the 
presidency in 1945 he immediately undertook a 
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major study to determine 
where his company should go 
and how it should get there. 

In retrospect, there were 
apparently two major deci- 
sions. The first, and most im- 
portant was to cut down the 
company’s dependence on 
shipping operations. It took 
courage to break with tradi- 
tion, and great daring to 
transfer operations to new 
and untried fields in which 
the company had to compete 
with well established entities. 
But it had to be done if Grace 
was to build up revenues and 
earnings within the United 
States, where the company 
was free to reinvest as it 
pleased, and where the stimu- 
lation of more certain divi- 
dend payments would open the 
doors widely to the great 
capital markets at home. 

To accomplish his_ pur- 
poses, Peter Grace chose to 
concentrate his efforts in the 
chemical industry, an area 
where demand factors were known and where 
at least an adequate return on invested capital 
could be attained with reasonably good manage- 
ment. Thus, while most of the shipping industry 
continued to wallow in government subsidy and 
competitive disadvantages, Peter Grace painstak- 
ingly began the task of completely making over the 
entire company in a few short years. 

He could have chosen the more sensational road 
of national defense and the ephemeral glory that 
goes with a high-flying stock. Instead, he chose to 
do a real job of corporate rebuilding, with the fol- 
lowing results: 

In 1950-1952, the years just prior to Grace’s entry 
into the chemical field, over 95% of the company’s 
earnings stemmed from steamship operations and 
other Latin-American activities. By 1959, chemical 
operations, mostly inside the United States, were 
responsible for 68% of pre-tax profits, and seem 
certain to loom even larger in the future. 

Peter Grace has accomplished much in one brief 
cecade but there is much more to come. Grace is 
already a major agricultural chemical company; its 
Cryovac Division is among the leaders in the pro- 
duction of new packaging materials; and its Poly- 
mer Division ranks high among polyethelene plastic 
manufacturers, In addition the recent acquisition of 
Hatco Chemical puts Grace in the lucrative jet en- 
gine lubricating field. But the rebuilding seems to 
have only just begun. 

The success of the chemical ventures has now 
established a base of solid earning power and en- 
couraged Peter Grace to cast his eyes about for 
new, but related areas—this time in the petro- 
chemical field, which allows the company to utilize 
its chemical know-how, while gaining access to the 
raw materials through an interest in the petroleum 
industry. 

Since 1955, Grace has been a partner with Esso 
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and Texas Gulf Procucing in 
the exploration and exploita- Davison ‘Chemical 
tion of oil reserves in Libya. Chemicela 
Most important, and in rec- = 

ognition of its former repatri 
ation of capital problems, the 
contract that Grace has with 
its partners relieves the com- 
pany of marketing problems, 
and with the option of selling 
its share of production or im- 
porting it for refining or for 
chemical usage. 

At the same time, Mr. 
Grace arranged for a domes- 
tic supply by acquiring a 
majority interest in Cosden 
Petroleum in January of 1960. 
For in addition to Cosden’s 
considerable assets the com- — sores 
pany also has a large unused , 
import quota which can be 
used by Grace to import Lib- 
yan oil if the need should 
arise. 

The tie-in with Cosden pro- 
vides other immediately tan- 
gible benefits. Its 40,000 bbl. 
refinery will serve as an ex- 
cellent raw material base for Grace’s petro-chemical 
operations and will fortify its already solid poly- 
ethelene position. Furthermore it puts Grace into 
the fast growing field of styrene and aromatic 
chemicals. 

Thus in less than ten years, Peter Grace has 
transformed W. R. Grace & Co. from a sickly ship- 
ping company to a corporation diversified in chemi- 
cals, shipping and oil, with the financial resources 
and the technical know-how for expansion into new 
horizons. 

The stock market, mesmerized by rockets and the 
siren-song of quick profits has virtually ignored the 
corporate transformation wrought by Mr. Grace. 
But his efforts have not been unnoticed by profes- 
sionals—the group who in the long run control the 
flow and the direction of investment funds. 
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The Champ at Pullman 


Pullman’s President Champ Carry is cut out of 
the same stamp as J. Peter Grace. He too had the 
courage and the conviction to take a plodding com- 
pany out of its misery and create a dynamic new 
entity that is today, a major factor in several im- 
portant industries. When Champ took the reins of 
Pullman in 1941, the company enjoyed a world-wide 
reputation as a manufacturer and operator of sleep- 
ing cars. But improved roads, the burgeoning air 
transport industry and the fiscal problems of the 
railroads made it obvious to men of vision that the 
day of the “sleeper” was nearing its end. 

The onset of World War II provided a respite for 
the company, since alternate forms of transporta- 
tion were virtually non-existent, but Champ Carry 
knew that with the war’s end the day of reckoning 
would come. Consequently when a chance arose in 
1944 to acquire the M. W. Kellogg Co., Carry 
jumped at the opportunity to become a major factor 
in the engineering and construction of oil and chemi- 
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cal refineries. At the same time, he was laying plans 
to build up the freight car business, since he knew 
that a badly depleted national railway system would 
need refurbishing after the war. 

In 1947 a Federal Court ordered Pullman, in an 
anti-trust action, to divest itself of either the pro- 
duction of railroad cars or the operation of sleeping 
cars. Carry wisely chose to sell the sleepers to a 
group of railroads, who have been struggling with it 
ever since, and to expand the freight car operations. 

When Champ took charge of Pullman he inherited 
a tradition of financial soundness which he contin- 
ued to guard jealously. Maintenance of the com- 
pany’s dividend record in an unbroken line since 
1867 was a matter of pride, but Champ Carry’s 
financial acumen enabled him to use the financial 
resources for diversification with imagination, in a 
way that enabled him to maintain the company’s 
financial stature. 

The Kellogg operation proved a successful begin- 
ning; the freight car business was providing the 
necessary revenues to maintain stability, when 
Carry made his boldest move. 

At a time when the railroads and other equipment 
manufacturers were bemoaning the inroads trucks 
were making on rail traffic, Carry decided that the 
two forms of freight forwarding were not incom- 
patible—and in fact might supplement each other. 
In effect, he saw that in a rapidly growing nation 
the need to transport goods would provide an ever- 
widening market for those who produced the means 
of transport. Instead of rigidly adhering only to the 
freight car, therefore, he purchased Trailmobile, 
a major manufacturer of truck trailers. In a few 
short years, Pullman became one of the most im- 
vortant companies in the field. second only to Frue- 
hauf. Trailmobile is estimated to account for over 
20% of all trailers on the road. When it is consid- 
ered that today, only nine years later the truck is 
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the fastest growing transportation medium in the 
country, Carry’s foresight can readily be appre- 
ciated. 
Other Ingenious Activities 

The acute and active Mr. Carry, however, is never 
content to rest on his laurels. With a lifetime of 
experience in freight car building he knew that one 
of the thorniest problems for the car makers was 
the insistence of the railroads on cars built to their 
own specifications. The needless duplication of tools, 
dies and other productive facilities both depressed 
profit margins for the builders and raised the cost 
of cars to the rails. Consequently, Champ pioneered 
the cause of standardized cars. It was the hardest 
job he ever tackled but today the PS-1 box car, the 
PS-2 covered hopper, the PS-3 open hopper and the 
PS-4 flat car are standard 






1953 1955 | 19 1957 | 


PU and the rail industry. It is 
probably much more than co- 
incidence that this exciting 
new field is, in effect, a mar- 
riage of Pullman’s two larg- 
est fields, rail cars and trail- 
ers. This coming together of 
two seemingly opposite poles 
less than 15 years after Carry 
began his building job, repre- 
sents creative thinking of the 
highest order in the industrial 
sphere. 

His amazing success, and 
his apparent insight into fu- 
ture trends is now making 
Pullman’s most recent acqui- 
sition a source of interesting 
speculation. In 1959 he took 
over Swindell-Dressler, a 
leading designer of steel mills 
specializing in furnaces and 
kilns. Coming at a time when 
5 many companies are seeking 
7. ea ate to diversify out of capital 
4.00 | 4,00 |1.00* low. equipment fields, it will be in- 
WORK.CAPMIL 9 teresting to see if Carry’s 

latest bet, that America is on 
the threshold of a new era of 
capital growth, will prove correct. 

To fully appreciate Champ Carry’s performance 
it should be realized that the company’s resurgence 
has been accomplished without any of the gimmicks 
that have become popular in the last decade. There 
has been no depletion of the company’s assets, no 
purchases with artificially inflated stock—and no 
suffering on the part of stockholders. 

After 41 years with Pullman, Champ Carry can 
view his masterpiece with pride. His company is a 
major factor in railroad equipment, petroleum and 
chemical engineering, trailers and steel mill equip- 
ment—all major American industries. Pullman is 
prosperous, its stockholders happy. Nevertheless it 
is doubtful that Champ retires at night in smug 
satisfaction. Rather he probably thinks of the new 
challenges ahead, not the victories behind. END 
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‘APPRAISING THE 2 GREAT RAIL MERGERS 
New York Central — Baltimore & Ohio — Chesapeake & Ohio 


Pennsylvania — Norfolk & Western — Virginian — with 
Possibility of Nickel Plate 


By ROBERT B. SHAW 


VENTS of the past several weeks have provided 

the probable answer to a question long debated 
by railroad analysts. What will be the next major 
economy, succeeding dieselization, to give the car- 
riers a rejuvenating shot in the arm? Automated 
classification yards, piggyback, relief from feather- 
bedding, and final abandonment of all passenger 
services have each been suggested as the hottest 
candidate. But now it appears that large-scale 
merger offers the most immediate hope for the reali- 
zation of major operating savings, which will at the 
same time place routings on a more competitive 
basis. 
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Within this recent period the Erie-Lackawanna 
merger has been approved by an Interstate Com- 
merce Commission examiner, and referred to the 
full board for a confirmation that can almost be 
taken for granted in the due course of bureaucratic 
procedure. Two long-standing rivals, the Atlantic 
Coast Line and the Seaboard Air Line, have also just 
approved merger on a management basis and will 
shortly submit the proposal to their stockholders. 
The Soo, Wisconsin Central and Duluth, South Shore & 
Atlantic quietly endorsed unification; here the pro- 
cess was expedited as all three roads were already 
controlled by the Canadian Pacific. Other roads are 
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Financial Data On Railroads In Proposed Mergers 
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known to be carrying on studies of the economies 
offered by prospective corporate marriages. The 
Norfolk & Western-Virginian merger, which was effect- 
ed by physical track connection last December 1, is 
already at this writing ancient history. 

But the merger proposal that has really shaken 
the industry, and which promises to give the great- 
est impetus to railroad consolidation in half a cen- 
tury, is that of the New York Central-Baltimore & Ohio- 
Chesapeake & Ohio. This union, if effected, would 
create by far the largest railroad system ever seen 
on this continent. 


Railroad Mergers Not New 


For half a century now the nation’s railroad map 
has required little redrawing; the major systems 
familiar to our parents have remained pretty well 
intact. This is not to suggest, however, that merger 
is an unfamiliar process in railroad history. On the 
contrary, most of our well-known modern railroads, 
with the conspicious exception of some of the west- 
ern transcontinentals, evolved from the combination 
of numerous pioneer short lines. It was the work of 
some of the organizers of the last century — such 
figures as Vanderbilt and A. J. Cassatt —to link 
these independent segments into regional systems. 

But after 1900 the process of railroad merger 
slowed almost to a standstill, as the carriers enjoyed 
a general prosperity that removed the incentive for 
such drastic measures. True, the trials of World War 
I caused a revival of merger talk, and after the 
Interstate Commerce Commission was formally 
directed by Congress to prepare a national plan of 
railroad consolidation, the working out of various 
merger formulas became the favorite pastime of 
railroad analysts for a decade. The financial distress 
and sharp change in previous traffic relationships 
caused by the depression shelved all such plans, and 
eventually the whole scheme was abandoned. 

Few indeed have been the important mergers con- 
summated since World War I. Among those few 
were the combination of the Gulf, Mobile & North- 
ern and Mobile & Ohio to form the Gulf, Mobile & 
Ohio in 1940, the Alton later being tacked on in 
1947; the union of the Chesapeake & Ohio and the 
Pere Marquette in 1947; and two mergers of parents 
with affiliates already controlled, Wheeling & Lake 
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Erie into Nickel Plate in 1949 and Nashville, Chata- 
nooga & St. Louis into Louisville & Nashville in 1957. 


Norfolk & Western And The Merger Epidemic 


It would be inaccurate to suggest that the most 
recent combination, between the Norfolk & Western 
and Virginian, was itself responsible for the re- 
newed interest in mergers, for other current pro- 
posals were already under discussion. As long ago 
as November, 1957, the two crippled giants, New 
York Central and Pennsylvania announced the initia- 
tion of merger studies, but the former cancelled 
these somewhat rudely a year ago. The Chicago & 
Northwestern was apparently close to corporate 
marriage with the Milwaukee in 1956, when this 
affair was abruptly called off by the Northwestern’s 
new Heineman management, which announced that 
rehabilitation should precede merger. The Erie- 
Lackawanna union, which was originally to include 
the Delaware & Hudson as well, has been under nego- 
tiation since 1956, and some physical coordination 
has already been accomplished. 

But the Norfolk & Western merger seems likely, 
for several reasons, to galvanize other roads which 
have been considering consolidation more leisurely 
into prompter action. First of all, this union was 
carried out with unprecedented speed. Recommended 
by management to the stockholders only in Febru- 
ary of last year, it received I.C.C. blessing and be- 
came a fait accompli within eleven short months. 
Again, it creates a potential competitive threat that 
will suggest merger to other eastern roads as the 
best measure for self-defense. 


If Norfolk Takes Nickel Plate .... ? 


The former Virginian Railway was short and 
closely paralleled the Norfolk & Western; its major 
advantage to the latter was its remarkably low, 
0.2% eastbound grade over the Blue Ridge, allowing 
the movement of 200-car coal trains with three diesel 
units. This acquisition did not invade any one else’s 
territory. But no sooner had it been completed than 
Norfolk announced the inception of merger negotia- 
tions with the Nickel Plate, and altogether more 
startling proposal. Nickel Plate, extending from 
Buffalo and Detroit to Chicago and St. Louis, no- 
where connects with the Norfolk, although its lines 
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across the Middle Western plain leave no wide gap 
with the Norfolk’s western extremities at Columbus 
and Cincinnati. 

Such a union would alter the existing trunk-line 
territory railroad picture radicaliy, by converting 
the Norfolk & Western, heretofore primarily a 
coal carrier, into a major contender for east-west 
traffic. Needless to say, this merger will stir up much 
more opposition than that just completed. The 
Nickel Plate, which closely parallels the New York 
Central’s main lines west of Buffalo, has always been 
a thorn in the flesh of the latter. Likewise Chesa- 
peake & Ohio can hardly regard this invasion of its 
western territory with equanimity, but it will have 
no convincing grounds for objection, as the Norfolk- 
Nickel Plate union would merely duplicate its own 
merger with the Pere Marquette, a dozen years ago. 

The proposed merger will obviously enjoy the 
support of the Pennsylvania, which holds a 27% 
interest, probably close to working control, in the 
Norfolk & Western. To be sure, the Nickel Plate is 
likewise a competitor of the Pennsylvania, but the 
latter, the thwarted partner in the abortive affair 
with the Central, has clearly shown an interest in 
merger with some important carrier. The possibility 
that other eastern roads have to face, therefore, is 
not merely a Norfolk-Nickel Plate junction, but an 
eventual union of these two with the Pennsylvania 
to create an octopus blanketing the whole north- 
eastern quadrant of the country. 


Quick Reaction By C. & O. — B. & O. 


To be sure, Stuart Saunders, president of the 
Norfolk, has asserted that his conversations with 
the Nickel Plate were merely speculative, and in 
view of the snail’s pace of railroad consolidation in 
the recent past, it may be premature to visualize a 
hook-up of these two with the Pennsylvania. Never- 
theless, the threat is a real one, and competing roads 
must examine their own defenses. 

The best defense is often a spirited offense. In any 
event, the Chesapeake & Ohio management, disdain- 
ing such indecisive maneuvers as “conversations” or 
“studies”, promptly launched a counter-assault with 
a definite offer, as of May 16, to exchange their own 
for Baltimore & Ohio stock, in the ratio of one share 
of Chesapeake common for each B. & O. preferred 
or 134 B. & O. common. B. & O. directors approved 
the proposal and recommended its acceptance to 
their own stockholders; President Simpson of the 
B. & O. described it as the first step toward a merger 
of the two roads. The C. & O. reserves the right to 
terminate the plan if less than 80% of all of the 
B. & O. stock is tendered to it, but the exchange is 
at least superficially attractive, as it overvalues 
B. & O. stock on the current market by about $3. 
a share. 

The Reading and the Western Maryland, both about 
43% controlled by the B. & O., might also eventually 
be brought into the new system. I. C. C. approval 
will be required for the proposed merger, and plenty 
of objections are likely to be raised by prejudiced 
parties, but that agency would be indeed retrogres- 
sive to block the program. 


Where The Central Comes In 
A tie-up of the B. & O. and C. & O. alone would 
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create a very respectable system. Persistent rumors, 
however, have also linked the New York Central 
with these discussions. Although President Perlman 
of the Central has refused to comment upon the sub- 
ject, the B. & O.’s Simpson has admitted to a re- 
porter that discussions involving all three roads 
have been in process. Merger of the Central with 
the C. & O. would, of course, mark belated fulfilment 
of the late Robert R. Young’s fond dream. In any 
case, the Central, despite its disenchantment with 
the Pennsylvania, remains a logical candidate for 
merger with some suitable carrier; the very thin 
trickle of its gross revenues down to the bottom line 
= its earnings statement demands some bold anti- 
ote. 

A three way Central — B. & O.—C. & O. merger 
would even dwarf a rival Pennsylvania-Nickel 
Plate-Norfolk & Western combination, creating by 
a wide margin the biggest railroad in the country 
in terms either of gross revenue or route mileage. 
In respect to the vital flow of red corpuscles through 
the railroad arteries, net income, however, the en- 
larged Central system would still lag behind the new 
Pennsylvania. 

But it would be misleading to appraise the 
strength and advantages of the merged systems 
simply by combining pertinent figures for their 
present components, as railroad mergers make no 
sense unless two and two can be added together to 
make at least five. A brief examination of some of 
the more important merger benefits will provide 
perspective for the proposals under current discus- 
sion. 

Why Merge? 

Railroads are heavy fixed asset industries and 
therefore earnings are highly leveraged in terms of 
fluctuations in gross revenues. Generally, the indus- 
try is characterized by substantial overcapacity, 
arising from overbuilding in the pioneer era, failure 
to participate fully in the post-war traffic surge, and 
technological improvement. Either an increase of 
gross by virtue of better service and new traffic 
sources achieved through merger or the elimination 
of facilities serving a constant volume of traffic 
offers unusual profit opportunities. 

Mergers may be divided into two major cate- 
gories, the end-to-end and the parallel type. The 
former, while allowing some organizational econo- 
mies, primarily serves to extend traffic connections 
and reduce intermediate terminal delays. The paral- 
lel combination, of which Norfolk & Western — 
Virginian or Lackawanna-Erie provide excellent ex- 
amples, typically promotes coordination of existing 
facilities, the abandonment of duplicate track and 
terminals, or mutual utilization of more favored 
routes and grades. The advantages to each partner, 
in terms of dollars and cents, are extremely difficult 
to compute, and this has been one of the most serious 
obstacles to a more vigorous merger movement, but 
it can hardly be doubted that enormous opportunities 
are inherent in every well-conceived merger plan. 
Although the Erie’s prospective partner, the Lacka- 
wanna, is only a relatively small carrier, the two 
roads expect to realize joint earnings of no less 
than $13 million annually, before taxes, from their 
union. (Please turn to page 392) 
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CONGRESS will go home in two weeks, or less, but 
they may come back shortly after the nominating 
conventions. The decision could be the President’s, 
more likely it will be decided by a pair of Texans — 
House Speaker Sam Rayburn and Senate Majority 
Leader Lyndon Johnson. If these two decide the 
legislative record of this Congress is deficient on the 
“liberal side,” on issues with voter appeal, they will 
propose a recess rather than “sine die” adjournment, 
even though what may be enacted in the overtime 





WASHINGTON SEES: 


Congressional investigations of the U-2 “spy 
plane” incident will not wind up in general criti- 
cism of the President for the reason that two Con- 
gressional Committees have known of the practice 
for a matter of nearly four years. In the wind, 
however, is the “decapitation” of Allen W. Dulles 
as Director of the super-duper and hush-hush 
Central Intelligence Agency (CIA). 

Dulles, because of his insistence that Congress 
know nothing of CIA’s operations, is far from 
popular on Capitol Hill, where both laws and 
appropriations are made. Now, according to in- 
fluential Solons, is the time to get him out of the 
way and substitute for him a man whose ap- 
proach is more sophisticated. 

The substitute would be none other than J. 
Edgar Hoover, Director of the Federal Bureau of 
Investigation (FBI), with a remarkable record of 
success in dealing with espionage and subversion 
— at the same time keeping the public and Con- 
gress posted on FBI operations and progress, a 
quality in nowise attributable to Dulles. 

Hoover is due for statutory retirement in about 
two years, but is so dedicated to the cause of this 
country that his acceptance of the position for the 
remainder of his natural life is a foregone con- 
clusion. 

The proposal has been openly broached in 
Congress and will gather momentum during the 
coming weeks. 














By “VERITAS” 


Session may run into a firm White House ‘‘No!” 


LABOR, without firm knowledge of who the respective 
Presidential nominees will be, is already campaigning 
for the Democratic choice; if not for him, against the 
Eisenhower-Nixon Administration, presumably on 
the assumption that Mr. Nixon will be the GOP 
choice. Upset nomination of Mr. Rockefeller, instead 
of Mr. Nixon, would cause some confusion in labor 
ranks, but generally the AFL-CIO will go “down the 
line” for the Democrat. This is of no surprise to the 
average political observer, but this is the first Presi- 
dential year in which Labor, through its publications, 
has thrown its weight behind an as-yet unknown 
Presidential nominee. Already, CIO-AFL is em- 
phasizing the Eisenhower-Nixon Administration as 
responsible for advancing living costs, the 100,672 
bankruptcies in the fiscal year ended June 30, sus- 
tained veto of the so-called depressed areas bill and 
a host of other “ills.” Thus far, Labor has “taken 
no excursion” into the collapse of the Summit Con- 
ference, but is expected to do so within a matter of 
three or four weeks. 


CUBA visit of Khrushchev is causing deeper concern 
than K’s almost daily insults of this country. Feeling 
is that his very virulence lessens the effectiveness 
of his attacks in most areas of the free world. But, 
with Cuba virtually within the Soviet orbit today, 
there is the premonition that the Russian leader will 
complete a deal with Castro to solidify relations 
between the island republic and the USSR. It is 
pretty well known that Castro wishes to become the 
“Nasser of the Caribbean,” that he might get 
material encouragement — technical and military 
aid from K, with resultant disturbances in other 
areas of Latin America. 


QUOTE: “Congress always tries to do as near right as 
it can, according to its lights... in a free country 
like ours, where any man can run for Congress and 
anybody can vote for him, you can’t expect immortal 
purity all the time —it ain’t in nature. Sixty or 
eighty or a hundred and fifty people are bound to 
get in who are not angels in disguise.””—Mark Twain 
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A Hoover Type Commission to Probe Sprawling Defense? I 


it is in 
et. 


the making, but will not be unveiled for some months y 
Administration circles, including top figures in the 








multi—acred Pentagon, Capitol Hill personalities and 





private business executives, aware of enormous wastes 





through duplication and lack of genuine co-ordination, have 








come to the conclusion that a complete overhaul is 





necessary. 





Congress can't do the job, even working with the 
Administrative agencies involved. Needed is a Com- 
mission of the Hoover type, headed by a man of the former 





President's ability, drive and patriotism who would draw 





his aides from outside the government. It is doubtful that 




















Aid to Chile Boosts U. S. Stock in Latin America. 
Our prompt response to the desperate needs 
of Chile in her recent series of quake, tidal 
wave and volcanic disasters has definitely 

















Mr. Hoover, at his advanced age, would be willing to 














undertake the job. The $64,000 question — what man outside 
of government has the capacity for the job? 


other carriers. 

Meanwhile, the rails are countering 
their competitors with the simple query, 
"What is morally wrong with lower prices 








countered growing anti-U. S. feeling among 
our neighbors to the South. Within a matter 








for the benefit of shippers and consumers?" 
Railroads, long hurt by "subsidized" highway 








of hours after first word of the disasters 
were received here, we were loading and 
flying to the Chileans 34 giant Globemasters 
with complete equipment to replace destroyed 
hospitals and to install effective water 
purifying systems as protection against 
typhoid, etc. In addition, the American Red 
Cross poured in more aid, and continues to 
solicit and collect funds for the stricken 
nation. Intelligence reports now coming 
back to Washington from other Latin 
countries indicate considerable reversal 
of unfavorable opinion about the "imperial 
yanqui." It is almost certain to restrain 
the Cuban dictator, Fidel Castro and, 
according to reliable intelligence, is 
apt to curtail the number of Latin 
invitations Khrushchev will receive in 
connection with his visit to Cuba. 

































































Highway and Water Carriers Want ICC Act 
Amended, And Now! Section 15a(3) of the 
Interstate Commerce Act, passed by Congress 
in 1958 after extensive investigation and 
hearings is their "beef". The complained—of 
section specifically provides "that rates 
of a carrier shall not be held up toa 
particular level to protect the traffic 
of any other mode of transportation." It all 
means that ICC, in judging a proposal for 
a rate reduction is to weigh the fairness 
to all shippers and not its effect on 
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and waterways traffic, have been making 
some revenue gains under Sec. 15a(3). In 
view of the lower cost to consumer angle, 
and the slow betterment of the railways, 
some fiscally close to danger of Federal 
take—over, there is little likelihood that 
Congress will repeal or water—down the 
section as it now stands. 














Realtors Increasingly Concerned with Inadequate 
Adherence to High Standards. Two national 
organizations are now quietly surveying the 
whole field of realty operations with a 
view to tightening up their Codes of Ethics, 
which even now place more exacting standards 
and obligations on the Realtors, than those 
imposed by law. Root of the problem is 
proper training of salesmen, according to 
one expert in the field. 

Paralleling the Realtors' concern is 
the mounting numbers of fly—by—night home 
improvement companies, out for a "fast 
buck" at the homeowner's expense. In one 
metropolitan city alone, the Better 
Business Bureau has turned up and exposed 
over 160 of these "gyps" ina single year. 
The problem is primarily one for local law 
enforcement agencies, but the Realtors plan 
to get into the scrap on a nationwide basis, 
declaring that the victims of these frauds 
too readily blame the professional Realtor 
for what happens. 
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Railway Labor Unions to be More Active in 
Politics. That is the word from top leaders 
of the "Big Four" Operating Unions. 
Heretofore the B—4 has shunned endorsement 
of candidates or Parties, but now they are 
definitely moving into the Democratic fold 
— will advocate support of issues that have 
Democratic support, and have had for many 
years. Already in the open for stepped—up 
Federal development of natural resources, 
they will get solidly behind a program of 
more liberal Social Security benefits — 
including medical and nursing care for the 
aged — as well as economic aid to depressed 
areas, generous Federal aid to education. 
In short, they are even now fighting for 
measures that have met Republican 
opposition. 








Chemo-Biological Warfare Research to be 
Intensified. Army's Chemical Warfare Section, 
somewhat hampered in the past by lack of 
funds, now has a green light from Defense 
Department's top co-ordinator for research. 
There will be little time in which to get 
additional appropriation from Congress, 
but Chemical Warfare will go ahead — 
Secretary of Defense has ample authority 
to transfer funds from other research 
projects; or it can be run for remainder 
of calendar year on a deficit basis with 
Congress enacting a deficiency appropriation 
early in the next Session. 








The intensified new studies will be 
devoted to the development of so-called 
nerve gases and germs which could render 
whole areas defenseless through temporary 
disablement (not destruction) of its 




















weapons, if properly developed, could be 
delivered by missiles as well as heavy 
bombers, while field artillery shells could 
carry gas or germ heads for localized 
operations. Supporters of the idea hold 
the belief that this type of warfare would 
be the logical successor (and perhaps 
Superior) to nuclear weapons "when, as and 
if" the major powers agree to abandon them 
for good. 

Elsewhere on the research front, 
private industrial firms have passed the $9 
billion mark — may hit $10.5 billion 
before year's end. These figures are 
exclusive of Federally financed research 























running far ahead of expenditures for new 
plant and equipment expansion, now in slight 
decline. 


Water Resources Outlook is Not Good. 
Soon—to—be published report of a Special 
Senate Subcommittee on Water Resources will 
carry grave connotations and, frankly, its 











recommendations will not carry a total 





solution to the problem. Among the bad 
findings of the group: 70 million families 
today are receiving in their homes water 
that has spent part of its time in a Sewer 
System; that by 1980, four industries alone 
will require 80% of the fresh water supply 
for survival; that other industries’ 
demands will increase. 

Need is seen for a crash program for 
distillation of sea water and brackish 
underground waters; far tighter Federal 
controls over water pollution — even the 
unhappy thought of recapturing and 
re—purifying waters from sewer outlets in 
the metropolitan areas. Department of 
Interior, with one brackish water 
purification pilot plant in operation 
and three more nearing completion, is 
encouraged by relatively low costs of 
fresh water production in comparison with 
conventional fresh water systems — what 
is needed, according to the experts, is 
the crash program the Committee will 
recommend. 


























Nuclear Powered Submarines for Passenger 
Service. Two or three marine architects are 
mulling the idea of high-speed nuclear 
submarines for passenger Service. They 
admit present costs are prohibitive but, 
looking to the future, when research may 
bring costs down, feel there would be 
enough travelers wishing to avert sea 
sickness to make the venture profitable. 
The especially designed craft could surface 
cruise in good weather, submerge in bad. 





Government Aid in Solution of Community 
Problems. The Federal Deposit Insurance 
Corporation is stressing coordination in 
government, "if needed," with special 
emphasis on metropolitan—wide problems. 
FDIC, however, does not put this up as the 
panacea for metropolitan growing pains, but 
will also stress the need for community 
wide understanding of the problems, a 























and development projects in the fields of 
defense. Percentagewise, private R &D is 
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program to fight blight, and leadership 
by private business. 
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STRUGGLE for WORLD DOMINATION 
on the ECONOMIC FRONT 


— With No Quarter Asked — Or Given 


By STEWART HENSLEY 


> Can Soviet Union intensify economic struggle in the face of serious 
deficiencies in raw materials and manpower? 

> 7-Year Plan is not being achieved in agriculture — production goals 
— expansion of chemical facilities — targets for motors — petroleum 


equipment — natural gas — etc. 


& How will people accept additional impairment of 7-Year Plan under 
further deflation of economic resources to military uses? 

> Soviet trade-and-aid offensive — the “inside” story on Mr. K’s new 
ruble — shorter work week — and tax reduction 

> As U.S. girds for battle with Soviet Union 


HE phrenetic events of the past few weeks 

should serve to emphasize—for those who might 
have forgotten—that the basic long range struggle 
between the Soviet Union and the United States, 
between Communism and the West, is being fought 
on the economic, not the military front. 

If this fundamental is borne in mind it becomes 
much easier to understand the almost hysterical 
behavior of Soviet Premier Nikita S. Khrushchev in 
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the wake of the American spy plane incident and 
the Summit debacle. 

Khrushchev himself repeatedly has warned the 
West that Communism is going to achieve World 
domination by gaining economic supremacy. Yet 
when he begins to lash out in frustration in all 
directions, there often is a tendency in Washington 
and elsewhere to seek motivations everywhere but 
in the direction which he himself has advertised. 
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The affair of the ill-fated spy plane (whether it 
was “bungled” by the Eisenhower Administration 
or not, has no relevance at this point), set off a chain 
of circumstances which Khrushchev obviously fears 
will hit him where it hurts eventually—on the eco- 
nomic front. This will impair Russia’s ability to 
carry on the economic offensive, with psychological 
and ideological overtones, which Khrushchev has 
boasted will finally “bury” the West. 

The dramatic evidence that American planes had 
been flying with impunity over the Soviet Union, 
photographing in detail its jealously guarded mili- 
tary secrets, was a terrible blow to the vanity of 
the man who had been boasting to his own people 
and those in the satellite countries of Russia’s in- 
vincibility. 

It made him look silly in Peking, Eastern Europe 
and around the World. 

But worse than that, from Khrushchev’s stand- 
point, the affair greatly strengthened the position 
of those elements in the Communist Party Central 
Committee and the Soviet Military hierarchy who 
have been demanding more emphasis on guns and 
less on butter. 

It made it virtually certain that Khrushchev will 
have to forego or curtail some of his cherished 
schemes to improve living standards at home and 
step up the economic offensive abroad in order to 
devote more funds to military projects. 

® The crashing end of the “detente,” which he 
had so carefully nurtured with the idea of lulling 
the West into lowering its guard, meant an end, too, 
to his plans to cut Soviet armed forces sharply, di- 
vert manpower into new economic channels and 
throw greater funds into the “trade and aid”. war- 
fare against the West. 

These unhappy (for Mr. K) developments, added 
to indications that economic conditions in Russia 





and the satellites are not as rosy as Soviet propa- 
gandists would have one believe, add up to the seri- 
ous possibility of trouble for the Soviet leader. 

He undoubtedly knows it. That could easily ex- 
plain why he has been most cautious, despite his 
wild abuse of President Eisenhower and the United 
States and his saber-rattling against American 
allies, NOT to take any really substantive steps 
which bring matters to the brink of open warfare. 

Khrushchev has carefully refrained from reim- 
posing any deadline for signing a separate peace 
treaty with Communist East Germany and forcing 
the Allies out of West Berlin. He has said only as 
much as was minimally necessary to placate the 
East Germans ‘and other satellite peoples—but he 
has not gone an inch farther. 

Despite signs of trouble ahead for Khrushchev 
and his planners, it would be most unwise for the 
West in general and the United States in particular 
to lower the guard against the Russian economic 
offensive, any more than it would be wise to relax 
military precautions. 

The Russian nature is resilient. The country is 
vast and its resources tremendous. Khrushchev’s 
present fury can be taken as a measure of the 
energy which will be devoted to bringing the utmost 
economic pressure on the West, despite probably 
lessened capabilities for a time. 

Khrushchev appears to have suffered a setback on 
his chosen battlefield—that of economic warfare— 
but he has by no means lost the war. 

In assessing the economic difficulties which the 
Soviet Union is facing, we should not be lulled into 
any sense of false security. All competent analysts 
agree that Russia is not doing as well as Soviet 
planners had hoped in many respects. But none 
would contend that the Soviet bloc’s long-range 
ability to wage effective economic warfare has been 
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impaired to any extent. 

With that caveat against any wishful thinking, 
let’s take a look at the Soviet Union’s present eco- 
nomic position as it emerges from the best evidence 
Western sources have been able to obtain. 


Where Soviet Union Stands vs United States 


Comparisons between Soviet and American growth 
rates and achievements usually are rather useless, 
because the conditions are so different and relative 
values impossible to equate. 

But there is one respect in which a comparison 
probably has some value, since it demonstrates the 
comparative military “engine load’”’ which each econ- 
omy bears. 

The Soviet Union devotes about twice as much 
of its gross national product to military purposes 
as does the United States. Director Allen W. Dulles 
of the Central Intelligence Agency says the Rus- 
sians’ “continuous diversion of economic resources 
to military support is without parallel in peacétime 
history.” 

Yet Khrushchev, as a result of recent disclosures 
and developments, finds his hopes of reducing this 
staggering load dashed. If pressure in the Soviet 
hierarchy is great enough, the load may even have 
to be increased. 

Soviet officials themselves have had to revise 
downward some of the goals of the seven-year plan 
which began in 1958. Even so, the country’s growth 
rate would appear most impressive if it were as- 
sumed that Russia’s only economic goal was a better 
life for the people of the Soviet Union. But it is not. 

Khrushchev at last year’s Party Congress sketched 
the magnitude of the Soviet economic dream: 

“The economic might of the Soviet Union is based 
on the priority growth of heavy industry; this 
should insure the Soviet victory in peaceful compe- 
tition with the capitalist countries; development of 
the Soviet economic might will give Communism 
the decisive edge in the international balance of 
power.” 

It is to be assumed that the general success of 
Russia’s seven-year plan, which began in 1958, is 
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dependent upon relatively high degrees of success 
on all fronts. On one front Khrushchev already is 
in definite trouble. 

The seven-year plan envisaged an increase of 70 
per cent in agricultural production between 1958 
and 1965. This is not being achieved, due to both 
natural and human factors. 

& The 1959 harvest, according to Khrushchev, 
was “the worst in four years.” And the Soviet press 
has been full of articles on poor organization of 
agriculture and the bad conditions of mechanical 
equipment. 

American experts believe the 1959 drop in grain 
output may have been as high as 25 per cent. Its 
full impact has not yet been felt because Soviet 
levels were fairly high to begin with. But it already 
has put a crimp in the ambitious Soviet plans for 
expanding cattle production and meat consumption 
this Summer. 

®& There is considerable evidence that Spring 
crops in many areas were destroyed by drought and 
wind erosion and had to be reseeded, putting plant- 
ing considerably behind schedule. 

Presumably the rains will continue to fall on the 
just and the unjust alike in relatively equal amounts 
over the long haul. But for the time being, the ele- 
ments have dealt Khrushchev a serious blow. 

Even given average weather conditions, it was 
not expected by American experts that Soviet agri- 
cultural production would increase more than 18 to 
20 per cent during the seven-year plan, compared 
with the target of 70 per cent. 

Now it is evident that nature and man have con- 
spired to cut even this estimate. The result on gen- 
eral economic conditions could be significant. 

& Soviet achievements in industry under the 
seven-year plan have varied. 

Moscow claims that in 1959 production goals were 
exceeded for housing, coal, iron ore, electricity, steel 
pipe, metal cutting tools, passenger cars, ball and 
roller bearings, buses, paper products, timber, diesel 
locomotives and a variety of consumer items. Rus- 
sian statistics are always suspect, so the claims, 
unsupported by specific (Please turn to page 389) 
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NATURAL GAS INDUSTRY 
Still Suffers from Growing Pains 


By KENNETH HOLLISTER 





> Regulations — rates — interfere with robust growth of 
healthy teen-age industry 

> Blanketing potential gas users, now cultivating gas 
appliance market and industrial usage 

> Heavy financing continues for new pipeline construc- 








tion and storage facilities for huge and growing 


reserves 


> Investment — speculative — status for the individual 


companies 


S pointed out in these columns about a year 

ago the natural gas industry shows no sign of 
slackening its pace of rapid growth, and industry 
pronouncements continue to support this contention. 
A year ago it was also pointed out that other read- 
ing matter from the regulatory agencies and courts 
that crossed the desk of the financial analyst did 
not have the same rosy glow; rather it had a pallor. 
The patient, unfortunately, is still bed-ridden. The 
passage of a year has brought developments, how- 
ever, and perhaps even progress. 


A Teen-Age Industry 
Before assessing the prospects for the future, a 
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short review of the history of the natural gas in- 
dustry may be helpful. Its current structure dates 
essentially from the mid 1940’s when improved 
manufacture of seamless pipe permitted economic 
construction of long distance transmission lines. 
Prior to this development huge quantities of natural 
gas had been flared as a waste product or sold to 
nearby industrial plants at a fraction of its worth. 
Shortly after the end of World War II pipelines 
were constructed from the southwest to practically 
every area of the country. As gas was still being 
sold relatively cheaply the demand for its use for 
househeating was tremendous. Further, the avail- 
ability of this desirable product in quantity, materi- 
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Statistical Summary of Natural Gas Companies 





Pipe Lines (Some Production) 



































Earnings Per Share — Dividend Per Share Price Price Price 

Yearly ——Ist Quarter— Indicated a Recent Div. Earnings Range 
1958 1959 1959 1960 1959 1960 * YearAgo Price Yield Ratio + 1959-1960 
El Paso Natural Gas ............. $1.61 $1.66 $ .42 $ .75° $1.30 $1.30 33 31 4.1% 18.6 39 -27% 

Mississippi River Fuel ............ 1.96 2.19 52 57 1.60 1.60 38 31 5.1 14.1 4134-30 
Northern Natural Gas .......... 1.62 1.92 .87 74 1.40 1.40 32 28 5.0 14.5 3534-2634 

Panhandle Eastern Pipe Line 2.80 3.30 .93 88 1.80 1.80 46 42 4.2 12.7 594-42 
Southern Natural Gas .......... 2.40 1.85 39 64 2.00 2.00 38 35 5.7 18.9 4634-3312 
Tennessee Gas Transmission 1.224 1.284 174 184 924 1.103 34 234 4.7 17.9 29-2018 
Texas Eastern Transmission . 2.33 2.02 N.A. N.A. 1.40 1.40 30 27 5.1 10.2 3612-2612 
Texas Gas Transmission ....... 2.06 2.33 59 .80 1.25 1.40 29 33 4.2 14.1 354-272 
Transcontinental Gas P.L..... 1.17 1.25 .36 .36 1.20 1.002 23 20 5.0 16.0 25-372 

Integrated Companies 

American Natural Gas ......... 403 4.55 4.02! 4.571 2.60" 2.60 62 63 4.1 13.8 6652-55% 
Ark Louisi Gas. 1.27 1.68 56 59 .60 1.00 34 33 3.0 19.6 3812-235 
Colorado Interstate Gas ....... 2.29 2.40 1.10 1.11 1.25 1.25° 51 35 3.5 14.5 5834-34% 

Columbia Gas System ........... 1.41 1.40 70 72 1.00 1.00 21 19 5.2 13.5 2452-19 
Consolidated Natural Gas... 3.14 3.09 2.67 2.36 2.10 2.20 50 43 5.1 13.9 5734-424 
RIN IE TID anencrscercecenesccess 2.24 2.39 2.06 2.13 1.80 1.80 40 38 4.7 15.9 4672-355 

National Fuel Gas ................. 1.47 1.91 1.37 1.313 1.15 1.20 21 22 5.4 11.4 24%-21 
Oklahoma Natural Gas ....... 1.64 1.93 1.921 2.221 1.24 1.24 30 27 4.5 13.9 307-247 
Peoples Gas Lt, & Coke .. ..... 3.05 4.04 1.96 2.09 2.07 2.30 58 63 3.6 15.5 6612-4934 
United Gas Corp. .................. 2.41 2.27 1.92 2.22 1.50 1.50 37 28 5.3 12.3 4278-2758 

Retail Distributors 

Alabama Gas Corp. ............. 2.56 1.85 1.95 2.53 1.60 1.60 31 28 5.7 15.1 35 -27'2 
Brooklyn Union Gas ............» 1.68 1.67 1.00 1.09 1.12 1.20 26 27 4.4 16.1 3054-2434 
Ree SI GG. ascsesccccsececeices 1.30 1.10 1.241 1.451 -90 1.05 21 22 47 20.0 2312-1814 
Northern Illinois Gas sono ONS 1.80 74 87 97 1.20 31 34 3.5 18.8 3478-2558 
Pacific Lighting ..........-:0.+.-.- . 2.73 2.64 2.971 3.03! 2.40 2.40 49 48 5.0 18.1 56 Mand 57% 
Washington Gas Light .......... 3.37 3.50 4.221 3.90! 2.24 2.24 50 47 47 13.4 5412-4512 





*—Based on latest dividend rates. 
+—Based on 1959 earnings per share. 
N.A.—Not available. 


2—Plus stock. 


112 months ended March 31. 


4__Adjusted for 50% stock div. 6/16/60. 


~— Estimated. 


3—New annual rate after 50% stk. div. 6/16/60. 





Pipe Lines 
El Paso Natural Gas now merged with Pacific Northwest Pipeline. The 
system serves the entire west coast. Canadian authorities have approved 
additional sale of gas to company and United States approval expected. 
Activities in non-regulated field expanding. 
Mississippi River Fuel: Recent rate case settlement should provide stability 
to earnings. Company has acquired 20% of Missouri Pacific Railroad 
stock for investment purposes. 
Northern Natural Gas; has obtained Federal Power Commission ap- 
proval for major two year expansion program including authority to 
serve Superior and Duluth, reserves and undegound storage materially 
enlarged last year. 
Panhandle Eastern Pipeline; conservatively capitalized and operated, but 
company is subject to multiple gulatory probl Settlement likely 
to require court decisions and will require extended period. Reversing 
past procedure company and its subsidiary will embark on major ex- 
pansion programs. 
Southern Natural Gas: earnings to rise sharply this year but subject 
to FPC review. Additional rate increases probably will be required. Has 
sizable gas reserves and Off-Shore Subsidiary believed to be profitable. 
T Gas T ission derives two-thirds of revenues and earnings 
from regulated gas sales and one-third from diversified interests in 
petroleum industry. Progressively managed and growing rapidly. Sub- 
sidiary Midwestern Gas Transmission recently authorized to serve Chi- 
cago market and import gas from Canada. 
Texas E T ission earnings subject to pending rate cases and 
settlement attempt appears to have failed. Operation of ‘‘Little Big Inch”’ 
encouraging as purchasers build terminal facilities along the line. 
Texas Gas Ti ission has rate problems although an applica- 
tion for an increase is pending before the FPC. Has small, but well-run 
production subsidiary. 
Transcontinental Gas Pipeline: New York and Atlantic Seaboard cities 
still major market but increasing sales in the southest. Major under- 
ground storage fields and highly efficient pipeline aid in continued 
growth of earnings. 














Integrated Companies 


American Natural Gas; combination pipeline and distributor serves 
Detroit and Milwaukee. Greater quantities of purchased gas are per- 
mitting higher earnings although a portion of them are subject to 
review by regulatory bodies. A subsidiary has agreed to purchase 
sizable quantities of gas from Canada. 

Arkansas-Louvisiana Gas; long term prospects for this combination utility 
and industrial operation continue favorable. Merger proposed with 
neighboring utility system could provide broader market for air-condi- 
tioner sales. Also produces and refines petroleum, manufactures cement 
and produces heating and control equipment. 

Colorado Interstate Gas is proposing to 





pand its system at a cost 
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of $90 million to supply west coast market. Opposition from existing 
customers is causing delay in obtaining FPC approval. Rate situation 
remains stable. 

Columbia Gas System; delay in completion of corporate re-alignment 
continues to hamper settlement of complicated rate problems. At 
present system has over 40 rate cases pending. 

Consolidated Natural Gas rate settlements with major cities will be 
beneficial but higher gas costs anticipated this year may limit earnings 
improvement. For long term company can translate growth of industrial 
Ohio into higher earnings. 

Lone Star Gas; combination of minor rate increases and discovery of 
new reserves should be beneficial over coming years. Look for con- 
tinued modest improvement in 1960. 

National Fuel Gas: Integrated distributing utility in northern New York 
and parts of Ohio and Pennsylvania. Higher dividend provides reason- 
able yield and has modest growth prospects. 

Oklahoma Natural Gas; well operated company in moderate growth 
area. Look for continued advances in earnings and dividends over 
period of years. 

Peoples Gas, Light & Coke; solution of gas supply problem and settle- 
ment of most rates has enabled company to report sustained increase 
in earnings. Outlook for coming year is above average for the industry. 
United Gas Corporation; major integrated gas system serving the Gulf 
Coast including many industrial customers. Recently issued préliminary 
rate order considered adverse and will undoubtedly be challenged in 
the courts. System strong financially. 


Retail Distributors 


Alabama Gas; rate orders issued by state commission considered favor- 
able and should provide basis for long term earnings growth. 
Brooklyn Union Gas: Temporary decline to earnings caused by local 
taxes and change in accounting required by New York State Commission. 
Consider company to have attractive long term prospects. 

Laclede Gas: St. Louis distributor has benefited from nearby under- 
ground storage field. Obtained rate relief last year and recently nego- 
tiated settlement with major supplier which should result in price stability 
for some time to come. 

Northern Illinois Gas; receipt of adequate quantities of gas has en- 
abled the company to add almost 100,000 customers in past year. Aided 
by weather, earnings are advancing at a well above average rate. 
Pacific Lighting Corporation; after two extremely mild heating seasons 
more normal weather has permitted a resumption of the basically 
rising earnings trend. Although company still must seek rate increases, 
new supply later this year should also be beneficial. 

Washington Gas Light: Inability to obtain permission to construct under- 
ground storage field has been a great disappointment and will result in 
widely fluctuating earnings depending on weather conditions. Growth 
moderate. 
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ally altered the character of the business of the local 
gas distributor, replacing cooking and other small 
loads with high value heating service. 

The resulting sharp increase in demand, plus the 
construction or expansion of the transmission sys- 
tems to serve new areas started a precipitous rise 
in the field price for gas. Where it had sold for 3¢ 
it rose at an accelerating rate to 10¢ and 15¢, and 
newly discovered reserves in some areas now com- 
mand in excess of 20¢. 


Dynamic Growth 


Even at these prices gas as a fuel for heating can 
be sold in all but certain fringe areas at a substan- 
tial discount from other fuels. The same is not true, 
however, for all industrial sales, especially as the 
price of coal (including transportation) and certain 
grades of oil decreased. In part, the gas industry 
has met this problem through enlarging under- 
ground storage facilities. At the end of 1959 there 
was over 2 trillion cubic feet in storage (capacity 
is about 2.5 trillion cubic feet) compared with only 
342 billion cubic feet in 1950 with total sales of 
natural gas last year of about 8.8 trillion cubic feet. 

By common consent of all factions of the industry 
heating is acknowledged to be the prime use of 
natural gas. B® At the end of 1959 approximately 
20.2 million customers out of a potential 24.8 million 
used gas for heating their homes. Over the coming 
three years (according to estimates prepared by the 
American Gas Association) another 3.6 million cus- 
tomers will be added, of which about two-thirds will 
represent new home construction and the remainder 
conversions from other fuels. Less than five years 
ago these ratios were reversed. 


Cultivation of Gas Appliance Market 


Along with practically all of these installations 
will go water heating facilities and many cooking 
ranges. Until recently the demand for househeating 
service was so great that promotion and development 
of other appliances was largely ignored. With an- 
ticipated customer additions now at a more man- 
ageable rate, appliance promotion is receiving 
increasing attention. 

Within the next few months Whirlpool Corporation 
will begin to market a complete line of nationally 
advertised gas appliances including ranges, clothes 
dryers, refrigerators, incinerators and (in 1961) gas 
fired air conditioners. Recently the Norge Division 
of Borg-Warner Corporation announced its inten- 
tion of manufacturing a full line of branded prod- 
ucts also. These two developments are especially 
significant to the gas industry which has been at a 
competitive disadvantage for many years while the 
broad line electrical merchandising firms dominated 
the appliance field. It will also permit the organiza- 
tion of reliable servicing outlets which have been 
lacking. 

Still new, but having by far the greatest potential 
for development of sales, is the gas fired air condi- 
tioner. Arkla-Servel, a subsidiary of Arkansas Lou- 
isiana Gas Company has been manufacturing and 
selling 314 and 5 ton residential central air condi- 
tioners for about three years, and has been more 
successful than any previous manufacturer having 
sold in the neighborhood of 35,000 units. It still 
remains for the industry to materially reduce the 
initial cost of these units, and Servel as well as 
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Financial 


Statistics Comparing 


ElPaso Northern 








Natural Natural 

Gas Gas 

PLANT VALUE (MILLIONS) GROSS $1,577 $592 

BRN i ccsncesnsecascossnsusincapsiebanenetinenashors 262 135 

IID 8 6s. asc scoh stisneadchuesvucicnsukaaalenisaanehs 1,315 457 
CAPITAL RATIOS (%) 

Funded Debt to Total Capitalization * ..................... 69 57 

Preferred Stock to Total Capitalization .................... VW 13 

Com. Stock & Surplus to Total Capitalization .......... 20 30 


ANALYSIS OF REVENUES (%) 
Natural Gas (Prod., Transmission & Distrib.) ........... 78 97 
Crude Oil Production 
Oil Products & Other 


Seishin cabbies sehcossonemavanebeaeesapekcune 8 2 
INCOME ACCOUNT (CONSOLIDATED) 

emma Treen TIED ois. asinsscccensssccnescscsccssesccesscess $452 $158 
Natural Gas & Petroleum Prod. Purchased .............. 178 59 
RIN IID 55555 casccnnsocscsasseessesssenecsueahctssinsnsaibe 89 3} 
aI 2 5 Li saint os aces sushi sncantibpaneuanpabadasoniasanaseaanhoes 16 
Depreciation, Amort., and Depletion ......................... 55 18 
MRI COMINOINII ais. ccpscncssssnccocnsaceninaresosnatnseniqnesess 9 — 
RN II UNI 5s codes sencesapienssncnaisccsaccscntscsosssoes 12 15 
Net Operating Income (after all taxes) .................... 78 25 
IIR fess sp caranninehisianses toctensalondiaaacsnekucsedhenasonce 79 25 


Gross Income as of a percentage of 


I ois hci hcstinascksnipasins cabsasiaciicsenisss 6.3% 5.6% 
dco coisas casciecsicichusinsicasnisaccacdecseecosiess $ 36 $ 6 
RII sais covhakegstasioanincencisaantsarcccapntsstnaventableiuoresd 37 18 

EXPENSE RATIOS (%) 
Ratio Depreciation to Gross Revenues ..................00 12 12 
Comb. Deprec. Depl. & Maint. to Gross Rev. ........... 16 14 
Development Exp, (Expjlor. Dry Holes, etc.) ............ 2 — 
Operating Ratio (Including taxes) .................cccccceees 82 84 
EARNINGS RATIO 
No, of Times Fixed Ch’ges Earned after Taxes ........ 2.2 3.9 
Common Stock—Dividend Payout (%) ................0006 78 72 


*—1Includes Bank Loans for some companies. 













others is devoting an increasing amount of research 
to achieve this goal. A new type of unit, using a free 
piston engine to drive the compressor is to be field 
tested by Robertshaw-Fulton this year and is be- 
lieved to hold great promise. Over a period of the 
next ten years air conditioning could well become 
one of the most important sources of incremental 
load for the industry and as it would generally be 
sold during off-peak periods could materially im- 
prove load characteristics. 


Reserves and Sales 


Reserves in the United States to meet this antici- 
pated demand continue to rise and currently are at 
an all time record of 262.6 trillion cubic feet. On 
the basis of overall usage last year this is equivalent 
to a 21 year supply. Canada, in addition, currently 
has proven reserves of 26.6 trillion cubic feet, but 
this is believed to be only a fraction of the ulti- 
mately recoverable quantity. While these are im- 
pressive figures it must also be noted that the length 
of reserve life has been gradually declining as usage 
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g : the Position of Leading Natural Gas Companies 
i; ——— Pipe Lines — _—« —____________—____ Integrated Companies — ——Retail Distr.— 
thern Pan- Tenn. Texas Texas Trans- Con- 
tural handle Gas Eastern Gas Continental Amer. Ark Columbi lidated Lone Peoples United Brooklyn 
as Easter: Trans- Trans- Trans- GasPipe Natural Louisiana Gas Natural Star Gas Light Gas Union Pacific 
— Pipe-Line mission mission mission Line Gas Gas System Gas Gas & Coke Corp. Gas Lighting 
. a —— 
a $310 $1,565 $915 $283 $641 $785 $175 $1,285 $788 $419 $746 $887 $202 $792 
s7 113 308 168 67 88 143 57 266 201 132 207 281 47 141 
197 1,257 746 216 553 642 118 1,019 587 287 539 606 155 651 
} 57 60 64 62 66 61 48 57 39 52 54 57 54 4) 
30 3 14 15 13 14 , _ . _ 3 2 _ 17 
| 40 26 21 25 20 39 52 33 61 45 44 43 46 42 
' 
- % 60 84 % 100 100 61 97 98 84 98 89 100 100 
2 2 - 12 3 — _ -_ 2 - 8 1 6 
2 32 4 1 39 1 2 8 1 5 
58 
59 $137 $463 $296 $116 $147 $227 $ 99 $465 $334 $125 $226 $354 $ 89 $306 
31 56 214 145 67 64 54 26 202 164 29 55 183 26 136 
4 22 77 37 13 791 52 7 82 69 31 51 65! 24 57 
18 5 10 7 2 . 8 1 19 10 5 a 5 12 
a 10 53 32 * 15 23 5 34 20 14 23 27 4 16 
15 _ — — 3 . 1 4 _ & . : 
25 16 18 20 » 13 30 W 39 17 10 31 13 7 22 
25 23 75 46 12 18 41 18 65 36 21 38 43 W 33 
23 79 48 12 19 43 19 65 38 22 40 44 " 34 
).6% : 
: 10.5% 6.0% 6.0% 5.9% 5.7% 6.6% 14.9% 6.4% 6.1% 7.3% 7.4% 6.4% 7.1% 5.3% 
18 $ 5 $ 27 $ 22 $ 4 $11 $ 15 $ 3 $ 24 $9 $ 6 W 15 3 s 
23 52 24 8 18 27 16 40 28 16 24 29 8 23 
12 
14 8 VW 10 7 10 10 5 7 6 1 10 . 7 5 
- | 14 13 9 . 13 W 9 16 13 13 9 
ao | a _ _ 2 —_ 1 3 2 
83 83 84 a9 79 81 79 86 89 82 83 87 88 89 
. | 5.6 3.0 2.1 3.1 1.6 2.8 6.3 2.8 42 3.6 3.5 3.0 3.6 3.7 
— 54 85 69 60 80 57 59 71 71 75 56 ry 71 90 
oe = —— oe SS — ‘ seit 
—__j 1—Combined operating and maintenance expenses. 
h 
18 continues to rise and drilling activity is reduced. $2 billion is to be spent for development of under- 
d Thus far it is probably safe to say the lower rate ground storage areas. The size of the overall pro- 
- of drilling reflects the world oil situation, but the gram both past and future may be readily visualized 
“ inability of producers to obtain a firm statement as by the following figures ; & at the end of 1950 total 
ie | to prices they may charge for gas, sold subject to investment in the gas industry was $7 billion; ® by 
a. 8 ederal Power Commission jurisdiction, is also be- the end of this year it will have advanced almost 
“ ginning to have an effect. Fortunately such develop- 210% to $21.5 billion and by 1969 is expected to 
na ments are gradual and there appears to be little in increase another 110% to $45 billion. 
the reserve picture that will stunt the prospect for Sales to Industry 
almost doubling gas sales in the next ten years. ; } 
apes 2 It was stated above that gas being sold to in- 
: New Pipeline Construction dustrial customers in some areas was nearing a 
a For the year 1960 pipeline construction expendi- competitive price ceiling, and this is becoming in- 
ut tures are estimated at just under $2 billion, or creasingly true where the use is for fuel. New 
™ slightly more than last year and the longer range _ devices and broader research activity in use of gas 
it forecast anticipates a level close to the present for industrial processes gives promise of a growing 
y budget for several years to come. The dominant market also. Some of the most auspicious develop- 
it items in the construction plans now are exten- ments have occurred in the steel industry where, 
- sion of distribution mains and underground storage for example, Jones & Laughlin Steel Corp. in- 
- fields rather than wholly new lines as was the pat- creased iron production by 20% while using 30% 
h tern in the past. less coke and adding 5% to the natural gas used 
» | Over the coming ten years, for example, almost for blast furnace (Please turn to page 388) 
tT 
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HERE appears to be little doubt that Congress 
will authorize additional funds for defense, per- 
haps as much as $2 billion, but not the $3 billion 
bandied about. Even without involving Congres- 
sional action, funds are available for increased 
defense spending. The question naturally arises, 
& Will this benefit the presently ailing non-ferrous 
metals industries? ® Specifically, will it strengthen 
the demand for copper now seemingly headed for 
over supply? ®& Will it call for increased tonnages 
of zinc and lead whose producers have been asking 
for higher tariffs to save the domestic mines? ® Will 
it bring back capacity operations for the aluminum 
companies who have been operating at 75 to 85 per 
cent since the first of the year and have little expec- 
tation of reaching a higher rate for months ahead? 
The answer rather regretfully must be in the neg- 
ative. There is scant reason to think that the mili- 
tary will ask for increased amounts of the older 
non-ferrous metals either for immediate use or 
assurance for future needs. The Government appears 
to possess ample stockpiles acquired before and af- 
ter the Korean War. Exact figures are lacking but 
tolerably good estimates are available. 
For copper it is believed there are over one 
million tons in the government stockpiles. That’s 
about equal to ten months production from do- 
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WHY METALS 
CANNOT BENEFIT 
UNDER INCREASED 
DEFENSE APPROPRIATIONS 


By CALEB FAY 





> No Solution for Basic Non-Ferrous Metals 
> Some Hope for Specialized Glamor Metals 


mestic mines. 

For zinc, Washington has at least 1,250,000 tons 
locked up and it may be more. 

The figures for lead is close to one million tons. 

Aluminum is even higher. 

Because of “put” contracts to the Government by 
the three major producers, Washington has acquired 
close to 1,800,000 tons during the last ten years with 
more to come from a newer producer, Harvey Alum- 
inum. Some concern over this was recently voiced by 
the president of the Aluminum Company who re- 
ferred to the possible disposition of any excess 
aluminum now in the Government stockpile as an 
uncertain aspect of the domestic supply picture for 
the metal. 

So large is the zine stockpile that Government 
buying ended over two years ago. The total value of 
all metals in the national stockpile is estimated at 
over $6 billion, although it has now stopped growing. 

Every so often the alarm is sounded that Wash- 
ington proposes to sell some of the stockpile metals 
and fears are aroused over the effect on the market. 
There seems to be no reason to fear this will occur. 
The major part of the stockpile is definitely locked 
up, to be used only in a national emergency. A sup- 
plementary stockpile could be disposed of but only 
under procedure that would not disturb the markets. 
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The British Government has shown the way. It pro- 
posed early this year to add aluminum and tin to 
the list of commodities it wants to shed from its 
stockpile but it is in no hurry to do so, and will 
extend its sales on a gradual scale through 1964. 
The point needs little emphasis that no responsible 
government would give any consideration to reduc- 
ng its stockpile of the metals if it were thought they 
vould be vital to possess in a modern war. But 
oreseeable conditions today with nuclear and mis- 
sile warfare are different from World War 2 and 
wholly removed from conditions that confronted the 
Powers in World War 1. Military hardware then 


called for vast tonnages of copper and zinc for brass 


cartridges and the like. They are of less consequence 
now. It is true of course that copper enters into 
nissile manufacture for special needs but not in 
onnage amounts. The future war, should it come 
vill, be mercifully—or mercilessly—short and prob- 
bly decided by weapons in which the non-ferrous 
netal will have but a minor role. 

Hence it seems improbable that increased defense 
pending will have much direct impact on copper, 
oad, zinc, and aluminum markets. It appears illogi- 
al to think the Government would inaugurate pur- 
hases of these metals tc augment the stores now 
ossessed with the knowledge that further large 
upplies are expected to come normally on the mar- 
cet if present prices are maintained without the 
ieed of higher price levels. There is hardly a major 
producer today who would not be glad to settle for 
-he rest of the year on 30-33 cent copper, 13 cent 
lead and zinc, and 26 cent aluminum. 


Outlook for the Glamor Metals 


Nevertheless there are cther metals besides the 
foregoing that could benefit very largely from 
stepped up defense appropriations. These include 
the specialty metals, relatively new or not yet pro- 
duced on a commercial basis. These have properties 
and characteristics not available in the older metals 
and appear to be a “must” in the missile age. Their 
prices are high, some of them fantastically high by 
comparison with the older metals but they do not 
compete on a price basis. The Government is keenly 
interested in acquiring some of these for special 
stockpiles and it is likely that every encouragement 
will be given producers to increase their output of 
them. Defense funds might well be devoted for this 
purpose. 


















































Companies Identified With The Leading 
Glamor Metals 
Metal Company Interests 
Beryllium Beryllium Corp. Major 
Brush Beryllium Major 
Columbium-Tantal Fansteel Metallurgical Major 
Kawicki Chemical Minor 
DuPont Minor 
Union Carbide Minor 
Molybdenum Corp. Important 
Molybdenum American Metal Climax Major 
Kennecott Copper Minor 
Molybdenum Corp. Minor 
Zirconium Carborundum Minor 
Wah Chang Corp. Minor 
Columbia National Important 
Mallory Sharon Metals Important 
JUNE 18, 1960 


Such specialty metals would include beryllium, 
columbium, zirconium, and tantalum among the 
lesser known metals and titanium, tungsten and 
molybdenum among the older metals. These possess 
definite qualities that make them suitable for manu- 
facture of missiles and satellites. An eminent au- 
thority, Dr. Francis H. Driggs, has said that these 
metals possess one common characteristic; they rep- 
resent the ultimate in certain desirable physical, 
chemical or electronic properties, or a combination 
of these properties, which are essential for success- 
ful developments in these new fields. 

For example, in the field of missiles and satellites, 
Dr. Driggs points out that the essentials for utiliza- 
tion include low density, high strength at high tem- 
peratures and electronic properties contributing to 
miniaturization. 

High density would call for uranium, tungsten, 
and tantalum. Strength at high temperatures would 
find an answer in tungsten, tantalum, columbium 
and molybdenum. Electronic properties contributing 
to miniaturization would be found in tantalum, sili- 
con, germanium. For meeting corrosion resistance 
at high temperatures the designer would look for 
zirconium, columbian, and tantalum. For low weight 
to strength ratio, beryllium and titanium are cut- 
standing. 

Beryllium has an interesting future in the missile 
field. It is being used extensively and has been of 
great value in guidance systems. In the field of 
fighter aircraft, beryllium’s weight advantage trans- 
lated into operating capacities is estimated at an 8 
percent superiority in altitude and a 16 percent 
increase in range over a mach 2.5 fighter fabri- 
cated in steel. Its popularity in the space field is 
based on the need for using a material that dissi- 
pates heat quickly, not only at supersonic speeds but 
also for entering the earth’s atmosphere. On the 
other side of the picture is its cost, abcut $72 a 
pound, its toxicity, and its lack of ductility. Some 
30 Government-sponsored research programs are 
now working on the problems involved in its use as 
a structural material. If these can be solved, by 
using the metal in structural parts for transport 
planes the airframe weight would be reduced about 
50 per cent compared with conventional alloy struc- 
tures and the range increased about 40 per cent. 

Investors who are convinced that increased de- 
fense funds will find their way into the metals may 
have a hard time to find companies whose activities 
are wholly devoted to a specific specialty metal. The 
problem is easy for beryllium at this time as only 
Beryllium Corporation and Brush Beryllium count in 
this field. Columbium is identified with Fansteel and 
Molybdenum Corporation, but such giants as du Pont 
and Union Carbide are also included. Fansteel domi- 
nates in tantalum. Zirconium has a number of big- 
name suppliers. 

It seems reasonable to assume that present efforts 
to increase the supply of these metals will continue 
at an accelerated pace. Advances and growth in the 
next decade are likely to exceed by many times the 
total growth and development since they first ap- 
peared from the laboratory. A portion of defense 
funds may well be expected to speed up work in 
these fields, by special incentives, as originally done 
with uranium or guaranteed markets as was done 
for tungsten a few years ago. END 
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COMPETITIVE STRUGGLE 


FORCES DISTILLERS INTO OTHER FIELDS 


By JOHNSON K. PIERCE 


> The villains in the picture are still the bootlegger, 
the moonshiner and the tax collector 

® How fare National Distillers and Schenley 

> Distillers-Seagrams vs. Hiram Walker 


IKE many others, principal representatives of 

the liquor group have lost favor with the in- 
vesting public this year and have retreated to lower 
levels. Yet from all available information, the 1960 
outlook is not nearly as unpromising as market 
behavior would lead one to believe. It must be as- 
sumed, therefore, that the decline this year repre- 
sents a part of the general readjustment to more 
modest price-earnings ratios. 

Although numerous fundamentals have improved 
in the last year or two, distillery executives are 
disappointed that several serious handicaps have 
not been solved—at least partially. For one thing, 
competition from “moonshiners” has become in- 
creasingly severe. Secondly, continuation of the 
record-high excise tax (adopted as an emergency 
measure in the Korean crisis) is keeping retail 
prices of whiskey at unduly high levels—and con- 
tinues to encourage bootlegging. In other words, 
Uncle Sam is not only providing the inducement to 
illicit production of intoxicants, but is making little 
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or no headway in choking off these operations. 
Combination of the top excise levy of $10.50 per 
proof gallon and a seeming increase in the flow of 
illegal beverages into trade channels, poses a prob- 
lem that tends to minimize the attraction of liquor 
stocks as investments. Growth definitely has been 
retarded, since consumption of distilled spirits on 
which excise taxes are paid, barely has kept pace 
with expansion in the economy, and still remains at 
a figure below the 1946 peak of 231 million gallons. 
Illegal whiskey has been estimated to account for 
between 25 and 30 per cent of the tax-paid output, 
roughly, an additional 50-to-60 million gallons. If 
the industry could capture this market, the outlook 
would be rosy. It is true the industry’s most trouble- 
some problem—that of relief from enforced liquida- 
tion of aged inventories—has been removed by 
legislation, but there has been no significant im- 
provement in sales. Therefore, stocks of whiskey 
remain excessive and constitute a financial burden 
in that storage facilities and insurance must be 
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provided. Actually the action by Congress in extend- 
ing the period in which distilled spirits may be held 
in bond to twenty from eight years seems to have 
encouraged overproduction. Records indicate that 
output last year considerably exceeded consumption, 
thereby adding to inventories. 

Enactment of the Forand bill, which relieved the 
industry of the threat of costly liquidation of aged 
whiskeys on which taxes would have been required 
at the end of eight years, contributed to a measure 
of enthusiasm for liquor stocks about two years 
ago. Representative issues rose from 40 to 100 per 
cent or more, but in the subsequent adjustment that 
began last summer much of the advance has been 
lost. Representative issues are more realistically 
appraised and now have greater appeal for long 
term holding for defensive purposes and for in- 
come. 


Trend Toward Diversification 


Moreover, the difficulties encountered by the in- 
dustry in generating normal growth have persuaded 
managements to consider diversification in allied 
fields. 

National Distillers & Chemical has made impressive 
progress in lessening dependence on distilling. In 
fact, projections call for the company’s chemical 
activities to contribute 40 per cent or more of sales 
this year and a significant proportion of total 
earnings. 

Schenley has sought diversification in pharma- 
ceuticals as well as in wines and beer (through an 
investment in Pabst Brewing), but the distilling 
business still constitutes the company’s principal 
activity. 

Distillers-Seagrams Corporation has sought to diver- 
sify interests by a venture in oil producing opera- 
tions, but for the time being this move has proved 
something short of spectacular. More on the subject 
of diversification will be mentioned in a discussion 
of individual companies. 


Change in Liquor Tastes 


In addition to serious problems already mentioned, 
the industry has had to adjust its operations in the 
postwar years to a steady shift in consumer prefer- 
ences. This change has had considerable effect on 
sales trends of almost every major factor in the 
industry. The public has been steadily reasserting 
its preference for “straight” whiskey instead of 
blends. When wartime curbs were placed in effect, 
blends were substituted for straights to a great ex- 
tent with the result that soon after the war, blends 
accounted for about three-quarters of whiskey sales 
and even as recently as 1949 the proportion was 
about two-thirds. Now blends represent scarcely 
more than 30 per cent and straights almost as much. 
At the same time, demand for Scotch and Canadian 
whiskeys has surged forward and vodka consump- 
tion has become increasingly important. Use of gin 
also has grown impressively. 

The impact of shifting preferences has affected 
companies differently. B® Distillers-Seagrams, for 
example, has been adversely affected, since this dis- 
tiller flourished in the wave of popularity of blends. 
Sales reached a peak in 1953. ® National Distillers, 
on the other hand, gained the most from a rebirth 
of popularity for straights. ® Schenley benefited 
more moderately. ® Hiram Walker-Gooderham suf- 
fered from a declining demand for blends, but felt 
the stimulating effect of a vigorous demand for 
Canadian and Scotch brands. 

Merchandising techniques—The last decade has 
been characterized not only by keen competition in 
merchandising techniques, but also in developing 
broader lines of brands to serve a diversified mar- 
ket. All major companies offer straights as well as 
blends and have come up with vodkas, while both 
National and Schenley have moved into the expand- 
ing field of Canadian and Scotch lines. Promotional 
activities have expanded to support distribution of 
new products and to build up consumer interest in 
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Years ended April 30. 


Rating 
American Distilling B2 
Brown-Forman c3 
Distillers Corp.-Seagrams B2 


National Distillers Bl 
RATING KEY: 

A—Best grade. 
B—Good grade. 


C—Speculative. 
D—Unattractive. 








- --——Full Years. ————_____—_ Ist Quarter Dividend 
Net Sales Net Per Share Earned Per Per Share 
1958 1959 1958 1959 Share Indicated Price Range Recent Div. 
(Millions) 1959 1960 1959 1960 1959-60 Price Yield 
American Distilling ....................000: $81.1! $ 89.71 $3.45! $4.12! $1.962 $2.54> $3.609 $1.60 5012-347 47 3.4% 
Brown-Forman Distillers ................ 91.44% 92.44 1.874 2.884 515 64° .80 4010 18 -14 12 1412 28 
Distillers Corp. - Seagrams ........... 704.5% 731.3% 2.94% 3.113 2.366 2.296 1.70 1.70 3634-291 29 5.8 
National Distillers & Chem. ........... 524.3 57355 1.76 2.23 54 .54 1.10 1.20 3512-2814 29 4.1 
Publicker Industries ...................0060 132.6 118.3 d.60 d.61 4.18 d.08 11 15 - 8% 10 - 
Schenley Industries 460.0° 2.958 3.078 1.677 957 1.009 1.009 4512-2158 23 43 
Walker (H.) - G. & W. «00.0... 384.0° 412.15 2.548 2.76% 1.437 1.507 1.75 1.40 4112-3334 26 3.9 
d— Deficit. 5—6 months ended Oct. 31, 1958 & 1959. 9__Plus stock. 
1__Year ended Sept. 30. 6_9 months ended April 30. 10_Class “A” & “B”. 
26 months ended March 31. 7—6 months ended Feb. 28. 11__Pagid 5% stock. 
3_Year ended July 31. 8—Year ended August 31. 12_Class “A”. 
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Company Ratings 


1—Improved earnings trend. 
2—-Sustained earnings trend. 








Rating 
Publicker Inds. D3 
Schenley Inds. B4 
Walker (H.) G.&W. B2 





3—Earnings up from the lows. 
4—Lower earnings trend. | 
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regular products. In short, the scramble for the 
consumer dollar foreshadows higher operating costs 
and narrower margins. 


1960 Outlook 


Before turning to a detailed discussion of pros- 
pects for individual companies, it may be well to 
comment briefly on current conditions and the out- 
look for the industry over the remainder of 1960. 
Statistics relating to principal distillers are shown 
in the accompanying tabulation. 

Prospects for this year are regarded as reasonably 
promising. With personal income rising to new peaks 
and leisure time steadily growing, the economic 
background can be deemed favorable. Moreover, 
that segment of the population supposed to consti- 
tute the major market for alcoholic beverages—be- 
tween the ages of 20 and 45—is once again expand- 
ing rapidly after several year's in which the decline 
in births during the depression had a retarding 
effect. Indications thus point to a further rise in 
consumption of hard liquor to 230 million gallons or 
more, possibly topping the 1946 peak. 

Results of individual companies will be affected 
by factors other than a mere enlargement of sales, 
as pointed out earlier. Shifts in consumer prefer- 
ences and progress in diversification of activities 
point to a wide divergence in operating results for 
the principal distillers discussed in this article. This 
may be an opportune time to turn to a discussion 
of individual companies and direct attention to prog- 
ress in diversification. 

National Distillers & Chemical set the pace in this 
attempt to minimize dependence on alcoholic bever- 
ages. Determining to take advantage of a knowledge 
of chemicals, management launched its program 
shortly after the Korean adjustment, and started 
its initial polyethelene plastic plant about five years 
ago. Facilities have been enlarged from time to time 
until by the end of this year it is expected that the 
company will be the second largest factor in poly- 
ethelene, second only to Union Carbide. Polyethelene 
has achieved big strides in packaging and repre- 
sents one of the most rapidly growing aspects of 
the chemical industry. 

From all indications, National is about ready to 
embark upon another vigorous expansion program, 
possibly through acquisitions. To set the stage for 
the contemplated broadening of activities, the com- 
pany recently acquired from P. R. Mallory & Co., 
the latter’s 26 per cent interest in Mallory-Sharon 
Metals, thereby giving National Distillers a 60 per 
cent controlling interest. Name of the company, in 
which Sharon Steel retains its 40 per cent holdings, 
was changed to Reactive Metals, Inc. 

One result of the transaction is that the subsidiary 
begins operations under National’s directions with 
a carryforward tax credit of about $6.5 million. To 
utilize tax advantages it would be desirable to ob- 
tain profitable enterprises to combine with Reactive 
Metals so that credits could be applied toward re- 
duction of tax liabilities of the profitable enterprise. 
Management has indicated that steps would be taken 
to fill this void. In the meantime, economy measures 
have been instituted to bring about reduction of 
operating losses of the subsidiary, and it is hoped 
that even under present conditions the subsidiary 
can be placed on a nominally profitable basis. 

With benefit of anticipated improvement of mar- 
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gins in chemicals, earnings are being projected at 
about $2.60 to $2.70 a share this year, compared 
with $2.23 for 1959. In the first quarter net profit 
held even with the first three months of last year 
at 54 cents a share. Dividends seem likely to remain 
at the indicated $1.20 annual rate until expansion 
of chemical facilities has been completed. 

Schenley Industries, Inc., has proceeded cautiously 
in diversification efforts. A subsidiary, Schen-Labs 
Pharmaceuticals, distributes antibiotics made by 
others and derives income from royalties on patents 
on production processes, but progress in drugs has 
been comparatively slow. Other non-alcoholic prod- 
ucts include livestock and poultry feeds as well as 
barrels for its own use, and for sale in the outside 
market. In addition the company is an important 
factor in the wine industry and holds an interest in 
Pabst Brewing as well as in Austin, Nichols & Co. 

Operating results have been disappointing this 
year in spite of improvement in margins. Net profit 
for fiscal 1960 ending August 31 is expected to fall 
sharply from the $3.07 a share reported for 1959. 
Losses caused by a strike in late 1959 are estimated 
to have exceeded $3 million, or 50 cents a share, 
while sales have failed to come up to expectations 
in recent months. Since accounts receivable have 
been mounting, it has been suggested that customers 
may have been overstocking inventories for retail 
distribution. With inclusion of a non-recurring profit 
of 24 cents a share, earnings in the first half dropped 
to 95 cents from $1.67 a share a year earlier. 

The worse-than-average retreat in Schenley from 
last year’s recovery high is attributed not only to the 
unexpectedly poor results forecast for 1960 but also 
to disappointment among holders over the change 
in dividend policy. Instead distributions in common 
stock, such as paid in 1958 and 1959, the company 
created a new issue of preferred and cash distribu- 
tions were supplemented by payments in the senior 
issue of eight shares of 50-cent convertible preferred 
for each 100 shares of common. Whereas the pay- 
ments in common stock were non-taxable as income, 
the preferred is subject to income levies and is worth 
less in the market than the previous payments in 
common. Chances of an increase in the regular 25- 
cent quarterly payments are considered unprom- 


. ising. 


Distillers Corp.-Seagrams, the largest Canadian dis- 
tiller, is a leading factor in this country. It has been 
estimated that as much as 90 per cent of sales can 
be accounted for in United States markets, but only 
about half of net income is derived from this area, 
the other half being contributed by Canadian and 
overseas activities. In a move to diversify opera- 
tions and to benefit from favorable tax provisions 
for oil companies, Distillers undertook exploratory 
operations. Results have been comparatively unim- 
portant from the standpoint of profits. 

With indications pointing to larger sales this year, 
net profit for fiscal 1960 ending July 31 is expected 
to surpass last year’s $3.11 a share, but may fall 
short of the 1955 figure of $3.54 a share. In the 
period immediately after the war earnings ranged 
well above $4 a share, as a rule. Dividends have 
held at $1.70 annually for several years, including 
regular quarterly distributions of 30 cents and year- 
end extras (paid in November) of 50 cents a share. 

Hiram Walker-Gooderham & Worts, Ltd., second larg- 
est Canadian distiller (Please turn to page 392) 


THE MAGAZINE OF WALL STREET 


















































Pe 


Answers to Inquiries... 





The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable 


intervals. 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


1. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


vt 


Special rates upon request for those enquiring additional service. 





Socony Mobil Oil 


“IT am a subscriber to the Magazine of 
Wall Street and urgently need your 
counsel. In 1952 I started acquiring 
Socony Mobil Oil common and _ con- 
tinued to buy from time to time until 
the cutumn of 1956. My average cost 
is 3014. I still hold this stock and have 
received good dividends over the years. 
However, for over a year, Socony has 
apparently been in a gradual but fairly 
steady downtrend. The recent market 
price was about 35. From what I have 
read, it appears that the petroleum in- 
dustry as a whole, is overstocked, with 
the future cloudy, to put it mildly. 
Would you advise retention or would 1 
be wiser to sell, before Socony drops 
below my cost price?” 
M. H., Clearwater, Florida 
We can readily understand 
your deep concern with the mar- 
ket action of Socony Mobil Oil, as 
all major oil stocks have been in 
a downtrend for over a year and 
even when the general market 
was advancing. We have com- 
mented on the petroleum industry 
situation from time to time in our 
magazine and in our June 10 
issue in the “For Profit and In- 
come” section under the caption 
“Oil” on page 237 we commented 
briefly on the continuing over- 
production of oil and the urging 
by some companies that there 
should be adequate cutbacks. In 
our April 9, 1960 issue we pre- 
sented “An Analysis in Depth — 
Balanced Appraisal of the Oils — 
Global and Domestic’, and this 
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article included statistical data 
and comment on Socony Mobil 
Oil as well as comparative earn- 
ings and dividend record of all 
leading oil companies. 

We will comment in depth 
again on the oil situation in an 
early issue. 

Socony ranks as the second 
largest domestic oil company and 
third largest in global petroleum 
product sales. The company is 
well integrated. 

Socony reached record operat- 
ing levels in all phases of its 
global business during the first 
quarter of this year. 

Net earnings for the first 
quarter of 1960 were estimated 
at $47.2 million or 97 cents a 
share — an increase of 4% over 
the corresponding period of 1959 
or 93 cents per share. Full year 
1959 earnings were $3.37 per 
share compared with $3.24 in 
1958. 

The company has budgeted al- 
most $400 million for capital ex- 
penditures in the current year, 
including operation outlays and 
this is an increase over the $357 
million expended in 1959. Earn- 
ings for 1960 should show a 
moderate increase over last year’s 
$3.37 and the $2.00 annual divi- 
dend is covered by a good margin 
and yields about 5.7% on recent 
market price of 35. 





As the adverse situation in the 
petroleum industry appears re- 
flected in the current market 
price and although major oil 
stocks may decline further in a 
market reaction, in view of the 
expected increase in oil demand 
over the longer term, this good 
quality issue warrants retention 
for much better than average 
dividend yield and also longer 
term recovery prospects. 


Minnesota Mining & 
Manufacturing Co. 
“What do you think of Minnesota Min- 
ing & Manufacturing Co. as a candi- 
date for capital gains, buying the 
stock after the split?” 
C. L., Detroit, Michigan 

Minnesota Mining & Manufac- 
turing Co. is regarded as an out- 
standing growth situation. Share- 
holders who have held the stock 
over a long period of years have 
profited very handsomely and 
longer term growth prospects 
continue bright. However, in view 
of the very sharp increase in 
market values over the years, 
risks have increased. The stock is 
currently selling very high in re- 
lation to current earnings and 
dividends and the income yield is 
very small, as is the traditional 
case in all outstanding growth 
companies. 

The stock is a good candidate 
for the “dollar averaging formula 
plan”. This formula obviates the 
need for timing of new purchases. 
To illustrate this plan: if an in- 
vestor has say $3000 a year to 
invest, this sum placed in a 
growth stock such as Minnesota 
Mining at quarterly, semi-annual 
or annual periods will purchase 
more shares when the market is 
lower and fewer shares when the 
market is higher but the regular 
periodic investment in a growth 
situation over the years should 
enable one to secure an average 
price that should prove profitable 

(Please turn to page °94) 
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Steels 


Earnings of most steel com- 
panies may be roughly 25% to 
40% under the optimistic esti- 
mates made around the start of 
the year. On this scaled-down 
basis, current price -earnings 
ratios of leading issues range 
mostly from 11 to 14, so valua- 
tions are by no means low as 
judged by standards heretofore 
applied to this cyclical field. Steel 
users continue to pare inven- 
tories. Output is probably near 
balance with consumption. So 
some mild business improvement 
could bring an»upturn in steel 
operations within the late 1960 
months. However, more basic con- 
siderations are that capacity will 
be excessive for some time to 
come; growth of per-capita con- 
sumption has been checked by the 
competitive inroads of aluminum, 
plastics and other materials, in- 
cluding cement in construction 
uses; and that a business reces- 
sion is widely expected to begin 
at some time in 1961. The stocks 


seem unlikely to approach the 
high attained last September. 
380 
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They are ina rally at this writing 
and could recover further, if the 
market improves within the sum- 
mer period, as it has done in the 
great majority of past years. It 
would appear to be sounder policy 
to aim at doing the selling of steel 
shares on rallies than to try for 
possible short-term profits. 


Inside The Market 


Stock groups performing better 
than the market in recent trading 
sessions and up to this writing 
are principally: baking, dairy pro- 
ducts, food brands, department 
stores, drugs, office equipments, 








publishing, soft drinks, tobaccos, 
utilities and variety stores. Lag- 
ging groups at this time include. 
aircrafts, air lines, autos and auto 
parts, building materials, chemi- 
cals, coal, copper, machinery and 
metal fabricating. 


Box Score 


This no doubt will be a record 
year for total dividend payments, 
with the gain perhaps in the 
range of 7% to 9%, but recent 
news from individual companies 
has been nothing to cheer about. 
In May dividends were cut or 
omitted by 25 companies, against 





INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1960 1959 
Chicago Proumetic Tool ............ccc.ccccccccccssccces Quar. Mar. 31 $ .51 $ .49 
SUNN IIINNNNIRE, _.<S.cvessctrpasb bias anwatissauochsutihtanesedipieaduncbee Quar. Mar. 31 46 42 
Oe ee II oaiscesccciicrecocsvsscenssacnccs Quar. Mar, 31 .40 .33 
NL SRS er ce ites nan ee eee Quar. Mar. 31 .30 .08 
Ps I BGS aan ciisss dsssicssnccecarecocenscsis Quar. Mar. 31 1.20 58 
NN INN ooo sc socsnssownscubesossbsadnbacneseuss Quar, Mar. 31 74 65 
Pemmeee RE TUMID scsi ssecincccsssiscincssccssccsscces Quar. Mar. 31 .40 28 
I I I Fos cas asnciscusecccssaneaciatcchsas seats Quar. Mar. 31 49 34 
Wee (5.S.) Bendel BAGG. .......cccssccccccccccscccssess Quar. Mar, 31 1.00 81 
DT I GE i acs ssicsncnccisccscescscecssicss Quar. Mar. 31 61 55 

oe EE NT A, eT TST 
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13 in the same month of 1959. 
There were increases in 42 cases, 
against 61 a year earlier, while 
extras numbered 36, compared 


iwith 54 a year ago. Data for June, 


heavy month for quarterly pay- 
ents, will bear watching. 


c 
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Leaders 

Stocks in technically-indicated 
ipward trends at this writing in- 
‘ude: Aldens, American Electric 
ywer, American Tobacco, Asso- 
ited Dry Goods, Brunswick 
rp. Electric Storage Battery, 
Ceneral American Transporta- 
ton, Gimbel, Hammond Organ, 
Macy, McGraw-Hill, Merck, Otis 
Flevator, Philip Morris, Procter 
& Gamble, Revlon, Rexall Drug, 
L.eynolds Tobacco, Scott Paper, 
Sterling Drug, Upjohn. 


NO ia «= 


Laggards 

Stocks performing relatively 
}oorly at this time include: 
merican Standard, Best & Co., 
Carrier, Congoleum, Continental 
lotors, First National Stores, 
‘ederal Paper Board, Food Mart, 
‘eneral Bronze, Hamilton Watch, 
larbison-Walker, Kennecott, Lib- 
ey -Owens-Ford Glass, Pitts- 
urgh Plate Glass, McGraw-Edi- 
on, Rayonier, Simmons Company, 
Secovill Mfg., United Carbon — 
ind almost any oil stock. 


Machinery 


Earlier surveys of management 
ntentions, made by the Depart- 
nent of Commerce and the SEC 
jointly, have forecast an impor- 
ant rise in 1960 outlays for new 


plant and equipment, with the 
total approximating the 1957 


peak level. Maybe it will come 
through — but results of the next 
published quarterly survey will 
e watched with uncommon in- 
terest. There are questions. How 








ME, I arisiscctsconnccsccnccsnconscnccacccakons 
Archer-Daniels-Midland 
Bestwall Gypsum Co. ................. 
Merritt-Chapman & Scott 
Stone & Webster, Inc. 
Western Pacific R. R. 
American Bosch Arma 





Foote Mineral ................ 
St. Joseph Lead Co. 


| 
| 
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do you expand or modernize with- 
out ordering machinery? If we 
are in or near even a semi-boom 
in capital goods, why are machin- 
ery orders limping along little 
above 1959 levels? Domestic ma- 
chine tool orders in April made a 
poor showing and were under the 
year-ago level, They remain far 
under the high levels of 1956- 
1957. If there is any gain this 
year, it figures to be fairly small. 
Machinery stocks and capital- 
goods stocks generally have fared 
worse than the industrial list so 
far in 1960, and basis for a signi- 
ficant change for the better is not 
apparent. We continue to think 
there are more appealing fields 
for investment money. 


Retail Earnings 


For the first 1960 fiscal quarter 
—through April 30 or there- 
abouts in most cases — earnings 
of most retailing companies were 
retarded as a result of poor Feb- 
ruary-March weather, partly off- 
set later by good Easter business. 
However, moderate gains from a 
year ago were the general rule. 
Maintenance of them, plus the 
seasonally favorable final quarter, 
should mean good full-year profits 
and new peaks in a fair number of 
cases. Among a number of the 
stocks with further possibilities 
are Associated Dry Goods. Gim- 
bel, Federated Department Stores, 
Aldens. Grant, Woolworth and 
Spiegel. In the first-quarter re- 
sults, two exceptions were Allied 
Stores with net of $0.08 a share, 
against $0.15 a year ago; and 
Montgomery Ward, with profit at 
$0.14 versus $0.34 a year ago. In 
both cases sales, in line with the 
general trend, were substantially 
higher. In both also, past operat- 
ing records have been sub-aver- 
age. 








DECREASES SHOWN IN RECENT EARNINGS REPORTS 


1960 1959 

Quar. Mar. 31 $ .49 $ .72 
9 months March 31 1.65 2.70 
. Quar. Mar. 31 .24 45 
Quar, Mar. 31 .04 34 
Quar. Mar. 31 .83 1.10 
Quar. Mar. 31 .28 76 
Quar. Mar, 31 .34 76 
. Mar. 31 .20 56 

. Mar. 31 59 76 
Quar, Mar. 31 22 27 





Low-Priced Stocks 

Stocks in the low-priced classi- 
fication range, as every intelligent 
investor ought to know, from 
radically speculative cats and 
dogs to investment-grade issues. 
Most of the latter are low-priced 
because of splits or initial capital- 
ization set-ups designed to broad- 
en their appeal, since it is recog- 
nized that the average investor 
prefers low-priced or medium- 
priced stocks to high-priced issues 
in making purchases. Nobody, of 
course, objects to holding a high- 
priced stock which was bought 
when it was low-priced. The pros- 
pect of easing money rates and 
doubts about 1961 business pros- 
pects favor relatively conserva- 
tive income stocks, and especially 
those which have at least a mod- 
erate growth potential in earnings 
and dividends, with high immuni- 
ty to general business recessions, 
whereas the present outlook ap- 
pears unpromising for most low- 
priced speculative stocks, which 
had a big play in earlier stages 
of the bull market but have now 
lagged for many months. Some 
conservative low - priced stocks 
with promise of moderate appre- 


ciation are Beneficial Finance, 
3rooklyn Union Gas, Duquesne 
Light, Grand Union, Household 


Finance, Northern States Power, 
Oklahoma Natural Gas, Potomac 
Electric Power and Wisconsin 
Public Service. 


Chemicals 


At this time prospects for the 
chemical industry are more so-so 
than dynamic, and most of the 
leading issues are priced at rela- 
tively high multiples of earnings. 
A few of the secondary stocks are 
reasonably priced on likely 1960 
earnings and could well work 
higher over a period of time. A 
speculation worth considering is 
Commercial Solvents. The past 
record is poor, but the company 
has begun to benefit from a large 
diversification.and expansion pro- 
gram. Profit rose to $1.02 a share 
last year, from 1958’s $0.52, and 
may be $1.40 to $1.50 this year, 
which would be the best showing 
since 1951. The regular dividend 
rate was recently doubled from 
$0.20 to $0.40, following 1959 
year-end extras of $0.05 and 2% 
in stock. The stock recently 

(Please turn to page 393) 
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Business 
Trend 
Forecaster 


INTERESTING TO 
NOTE — Sharp di- 
vergence between 
industrial output 
and underlying busi- 
ness trends in early 
1960, denoting heavy 
accumulation of in- | 
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ventories. 
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Wi the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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(T)—Seasonally adjusted except stock and commodity prices. 
(a)—-Computed from F. W. Dodxe data. 
(b)--Computed from Dun & Bradstreet data. 
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This we have done in our Trend Forecaster (developed 
over a period of several years), which employs those indicator 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 


As can be seen from the chart, industrial activity in itself 
is not a true gauge of the business outlook — the right answer 
can only be found when balanced against the state of our 
economy. The Trend Forecaster line does just that. When it 
changes direction up or down a corresponding change in our 
economy may be expected several months later. 


The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con- 
traction in our economy. 


We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


Some slight betterment is beginning to show up 
in several of the leading business indicators, al- 
though this improvement is not strong enough as yet 
to constitute a trend. The stock market has shown 
the best gain, with a sharp upsurge early in June 
giving promise that its average for the month would 
be well above May levels. Among the other indices, 
raw industrial commodity prices, housing starts and 
nonresidential construction contracts have moved 
upward slowly, but new orders, business failures 
(inverted) and new incorporations are still in down- 
trends. Hours worked was still at a low level but it 
is no longer declining. 

The Relative Strength Measurement, which is 
based on the intermediate trend of the components, 
has recovered somewhat from is recent low but is 
still under the zero level. The trend of this Measure 
should be watched carefully in the next few months 
for indications as to business prospects for the bal- 
ance of the year. At present it is still indicating a 
high level of business until well into Autumn. 
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CONCLUSIONS IN BRIEF 


PRODUCTION—High rate of consumption enabling in- 
iustry to maintain advanced level of output, despite 
sharp drop in steel production. Activity in the latter is 
tabilizing in the 60%/,-65°%, of capacity area, with a 
jick-up expected within sixty days as auto makers get 
eady to introduce new models. 


RADE—Consumer spending still high, although it has 
eceded somewhat from the record reached in April. 
‘apid growth of consumer debt and rising repayment 
yurden could affect demand later in the year. 


MONEY & CREDIT—Monetary authorities cut discount 
ate in further move to stimulate the economy. Short- 
erm money rates have eased, but the commercial banks’ 
»rime loan rate remains high in anticipation of increased 
‘ate of corporate borrowing. 


COMMODITIES—Prices of both sensitive industrial com- 
modities and farm products are easing off under pres- 
sure of seasonal factors. Look for firming tendencies 
later this Summer as industry prepares for usual Fall 
business pick-up. 
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BUSINESS ACTIVITY 


M.W.S. Index (1935-1939-100) 


e+ FP ‘aa 


340 





os 


330 Fo Beas ei 







































































— | 


| 

| 

| l . 

__ JAN FEB MAR APR. MAY JUNE JULY AUG SEPT. OCT NOV. DEC 














HE economy has continued to mark time in re- 

cent weeks, with strength in some areas and 
weakness in others, adding up to a stalemate for 
business as a whole. Now that the Summer season 
is ushering in the annual period of vacation slow- 
down and general somnolence, any resolution of cur- 
rent mixed trends may well be postponed until after 
Labor Day. 

Meanwhile, the business upturn which started 
twenty-six months ago, is showing signs of advanc- 
ing age. Although still hale and hearty on the sur- 
face, the economy has evidently lost a good deal of 
the resiliency that it displayed earlier in the upward 
cycle and now responds rather feebly to once effec- 
tive stimuli. A case in point is the almost negligible 
effect of recent sharp consumption gains on under- 
lying trends. Consumer buying in April and May has 
been well above previous levels but this has failed 
to generate any improvement in new orders—the 
single best indicator of business prospects. These 
orders failed to advance in April and purchasing 
agents for leading companies report further declines 
in May. Shipments, meanwhile, have been running 
above new orders since December, inevitably reduc- 
ing backlogs, which are now $3.2 billion under last 
year’s peak. Unless the erosion of new orders and 
backlogs is halted soon, a sharp cutback in the level 
of business activity will become inevitable. 

Business analysts are still arguing about the 
causes of the current lull in the economy, although 
there is a growing inclination to label it a minor 


(Please turn to the following page) 
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lotest Previous Year 
THE MONTHLY TREND Unit Month Month Month Ago 
| 
INDUSTRIAL PRODUCTION * (FRB) ....... 1947-’9-100 | Apr. 165 165 162 

Durable Goods Mfr. ......csssssssssssessees 1947-'9-100 | Apr. 173 175 171 

Nondurable Goods Mfr. ............ .. | 1947-'9-100 | Apr. 159 157 155 

ST ee eee | 1947-'9-100 | Apr. 128 125 129 

| 
RETAIL SALES* ' Billions 1 ane. 18.9 18.3 18.0 

Durable Goods ....... $ Billions Apr. 6.3 6.0 6.1 

Nondurable Goods ................... npiketsieh $ Billions Apr. 12.6 12.3 11.8 

Dep't Store Sales ............cccesccseseeneeses | 1947-'9-100 | Apr. 151 140 141 

aes 
MANUFACTURERS’ 

New Orders—Tetal™ ..............cccccceee $ Billions Apr. 30.3 30.3 31.2 
IID oi c5casscsencsasvisascspscate $ Billions | Apr 14.4 14.6 15.8 
Nondurable Goods $ Billions Apr 15.9 15.7 15.4 

RN acc irctaeitzcessiventcacapcacscontaconts $ Billions Apr 31.1 30.8 30.3 
RI IIIDD, Sscis vssns-cicenssassasckouns $ Billions | Apr 15.1 15.2 15.2 
Nondurable Goods ..............cc000 $ Billions =| Apr 16.0 157 15.1 

} L Ce 
BUSINESS INVENTORIES, END MO.* .. | $ Billions | Apr. 92.6 92.3 87.6 

SN INNOINN 5 cssninsessiscscsnessencrasestsace $ Billions Apr. 54.6 54.3 51.1 

PE TINIIII aciskaststirasin \csnsnciceviccnnansiones $ Billions Apr. 12.8 13.0 12.1 

Retailers’ $ Billions Apr. 25.0 25.1 24.5 

Dept. Store Stocks . | 1947-'9-100 | Mar. 159 159 148 

CONSTRUCTION TOTAL(t) .............0 $ Billions | May 53.9 $3.9 56.6 

aces cacdaitanG icenceivs pSuncociebatate $ Billions May 38.1 39.2 39.6 
NOI 2 ics cansoisascveisynaeniuoxeeiinds $ Billions May 21.0 21.1 23.8 
RII hea scinsseinces caccdaventacnccesoaest $ Billions May 7.1 17.1 14.8 

Housing Starts*—o .........cecceceeesseee Thousands Apr. 1135 1125 1434 

Contract Awards, Residential—b...... $ Millions Mar. 1480 1294 1831 
Oe Dai in cvniscsanscsaccannensaiaciaos $ Millions Mar. 1880 1753 1847 

PS at, = 
EMPLOYMENT 

RNIN sis sicckiniacccctesaonennaamionsenin Millions Apr. 66.2 64.3 65.0 

NEIIIEE”” sseanckicavasiicnasopninaacmnieameneclinn Millions Apr. 53.0 52.4 51.4 
IIE cus ccsnerimharniciaconsen’ Millions Apr. 8.6 8.5 8.1 
MU in icantadentansscokseimeaasvbnseoisuaeias Millions Apr. 11.5 11.3 1A 
DU ccccrsicuns casas Millions Apr. 12.3 12.4 22 

Hours Worked ....... Hours Apr. 39.7 39.4 40.3 
Hourly Earnings Dollars Apr. 2.28 2.29 2.23 
Weekly Earnings. ...............006 Dollars Apr. 89.83 90.91 89.87 
: ae AS A eee tee pee ree 

PERSONAL INCOME* $ Billions Apr. 397 394 379 

Wages & Salaries $ Billions Apr. 271 269 257 

Proprietors’ Incomes. ................:..00+- $ Billions Apr. 59 58 59 

Interest & Dividends .......................- $ Billions Apr. 39 38 34 

Transfer Payments. ..................sccccsees: $ Billions Apr. 28 28 27 

PN NI sso 5 cascancasenccevencarescnasccoans $ Billions Apr. 15 15 16 

} : cece : 
CONSUMER PRICES. .........c..cccccccsccccsocess 1947-'9-100 | Apr. 126.2 125.7 123.7 

WI sais tisabcatedaoaentiickakint die natabcscssibes 1947-'9-100 | Apr. 119.5 a 117.7 

Clothing 1947-'9-100 | Apr. 108.9 108.8 107.0 

NMI sicsisenaniacasscsntsaninmnceaelanabiekataeadie 1947-'9-100 | Apr. 131.4 131.3 128.7 

{—_————_—_—_+———_ ——— ene ines 
MONEY & CREDIT 

All Demand Deposits* ...................... $ Billions Apr, 111.2 111.1 112.2 

ee ass csscsstcsssnssscnnssscsinns $ Billions Apr. 95.3 96.8 93.7 

Business Loans Outstanding—c........ $ Billions Apr. 31.8 31.9 32.4 

Instalment Credit Extended* .......... $ Billions Apr. 4.4 4.1 40 

Instalment Credit Repaid* $ Billions | Apr. sf 3.7 a5 

FEDERAL GOVERNMENT if 

Budget Receipts ..................:ccceeseeeee | $ Billions Apr. 5.1 9.6 4.3 

Budget Expenditures ....................00 $ Billions Apr. 6.0 6.4 6.4 

Defense Expenditures ...................000 $ Billions Apr. 3.7 3.9 3.9 

Surplus (Def) cum from 7/1 ............ $ Billions Apr. (3.6) (2.6) (13.2) 











PRESENT POSITION AND OUTLOOK 





inventory adjustment that is now 


almost completed. The sharp re- } 


duction is stockpiling — from a 
$13 billion annual rate, early this 
year to one of $4 billion current- 
ly undoubtedly accounts for 
some of the easiness in general 
business, but it does not explain the 
longer-term weakness that has been 
evident for almost a year in new 
orders, housing starts, hours work- 
ed and other leading business in- 
dicators. The monetary author- 
ities have for some time been 
cognizant of the gradual weaken- 
ing of our economic underpinnings 
and have been prescribing easier 
credit as the remedy for tired busi- 
ness. The latest step in this direc- 
tion has been the recent reduction 
in the discount rate, which it is 
hoped, will result in lower interest 
rates and thus encourage another 
round of expansion. Unfortunately, 
this sort of medicine is slow act- 
ing at best and is rarely very ef- 
fective once the economy has pass- 
ed its crest. However, an easing of 
credit, coupled with the recent re- 
duction in down-payments on new 
homes, a possible increase in de- 
fense spending and other actions 
that the Administration may take 
to revive the economy, could well 
succeed in prolonging the current 
slow, irregular advance in busi- 
ness at least until the Election. It 
is extremely coubtful, however, 
that moderate Government mea- 
sures would have any long-lasting 
effect on the course of the economy. 


* 


SLUMP IN THE STEEL INDUSTRY — 
Steel output has dropped sharply 
in the first half of 1960, from an 
operating rate of 95.7% of capaci- 
ty for the week ending January 17, 
to an estimated 62.3% of capacity 
in the week ending June 12. Al- 
though it was generally realized 
that the forced-draft effort to make 
up for production lost during the 
strike would not last long, the 
magnitude of the subsequent de- 
cline has worried some observers, 
who consider the course of the 
steel industry as an important 
barometer of business in general. 

It is true that steel goes into an 
immense variety of products, but 
it represents only 6% of total in- 
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OOK QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY 
PRESENT POSITION AND OUTLOOK 
in Billions of Dollars—Seasonally Adjusted, at Annua/ Rates 
now | - dustrial production (FRB Index) 
) re- —_— cc al Pen = 1959 ae so that by itself it does not have 
m afi + vi ‘v-_ i“ "' * much of an effect on over-all out- 
this : cero: Sa ateeateen aero i ——— put. The industry’s current rate of 
rent- ae a. — —_ on operations, at far below capacity, 
for Private Domestic Invest. ............... 79.2 69.7 67.0 700| is mainly a reflection of the size- 
eral a re : : 1.2 —0.6 0.0 —o0.9| able excess steel plant now in ex- 
1 the — Purchases ..... re me bs 9 pe istence. Actual steel consumption 
PD seccsncccccccssesscssccesesssseseeseresess . A ‘ ; nce Satan : : y a 
been State & Local ....rceseene-- 46.5 447 44.8 436{ has never been much above 110 
new aii sioe million tons a year. With the in- 
ork- ERSONAL INCOME .......... ee Ne none ae 393.1 386.8 381.0 3718} dustry on January 1 of this year 
; Tax & Nontox Payments a 47.7 46.1 45.8 44.4 “0 © oa: y 
; in- Disposable Income ......... | 345.4 340.8 335.2 3274{ able to turn out 148.5 million tons 
hor- Consumption Expenditures 321.1 317.0 313.3 303.9| annually, steady production at 
yeen Personal Saving—d ........ssssscsersserseeeee 24.3 23.7 21.9 23.5 74% of capacity would take care of 
ken- | | CORPORATE PRE-TAX PROFITS | 45.7 46.4 45} 2 high rate of usage. Consumers 
ings —— — — ries 22.2 22.6 22.6} are currently using more steel than 
te orporate Net Profit ...............cccssccceres 23.4 23.8 23.8 ic aie des . A, iy 7 
siel I sins 94 99 —¥" is be ing produced, but their in- 
usi- Retained Earnings ..... ..c.ccscccssccccss. « 98 104 1 Wenig sd ge ge be stag = 
rec- mum levels in a matter of weeks 
: -LANT & EQUIPMENT OUTLAYS | : : : 
tion 333 33.6 33.4 306) at which time output should move 
t is » to th vel of final cons i 
i THE WEEKLY TREND up to the level « f final consumption. 
rest Fee a at ree sell _| With usage estimated at about 55 
ther | Week iis tains Wane million tons in the second half, an 
tely, } Unit —s|_—Ending Week Week Ago | average production rate of 74% of 
act- | | MWS Business Activity Index*.. | 1935-'9-100 May 28  309.3.-« 3120S «3146 «| «(Capacity would fill anticipated 
ef- , _ eee —gee capita*...... | 1935-'9-100 May 28 223.8 2257 231.5 needs and during normal times the 
ASS- OND PRRNIIOD  ocsscccecisesesseconsse | % of Capacity June 4 61.9 65.6 93.7. industrv c: XY pNec rate 
f Auto and Truck Production ....| Thousands June 4 149 181 162 eo gi annot ey to operate 
2 O Paperboord Production ............ Thousand Tons May 28 311 325 325 ol ong at much a OVE these levels. 
re- Paperboard New Orders .......... Thousand Tons May 28 314 296 351 Fortunately, operating expenses of 
new ae ene | al ashsabie ete May 28 267.1 271.4 2547 the industry fall more rapidly than 
” reight Carloadings .................. Thousand Cors May 28 640 637 688 ae EE gat 
os Engineerings Constr, Awards ....| $ Millions June 2 648 389 316 output, so that earnings should be 
ons Department Store Soles ........... 1947-'9-100 May 28 | 139 138 122 better than the low rate of produc- 
ake Demand Deposits—c ...........:-. | $ Billions May 25 | 58.3 58.0 60.9 tion would lead one to expect. 
vell Business Failures—s ................. | Number May 26 299 313 264 
ent *Seasonally adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge unadjusted data. (c)—Weekly reporting member banks. (d)—Excess of 
US1- disposable income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial 
ie centers, (na)—Not available. (r)—Revised. (s)—Data from Dun & Bradstreet. (t)—Seasonally adjusted, annual rate. Other Sources: Federal 
on Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. 
ea- THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
ing e : 
a No. of 1960 1960 1960 | (Nov. 14, 1936 Cl.—100) High low May 27 June 3 
oe Issues (1925 Cl.—100) High Low May 27 June 3 | High Priced Stocks ..........0++ ata 299.9 271.9 281.6 283.9 
Composite Average 482.5 429.5 440.4 439.7 Low Priced Stocks ..........sssseseseeee 653.8 564.1 570.0 567.1 
— 4 Agricultura! Implements ....... 424.3 346.4 381.0 381.0 SF Gt PAG ccccssccsisccccscccscssene 1064.2 881.7 7 881.7 8817_ 
3 Air Cond. (‘53 Cl.—100) ...... 130.1 110.9 116.0 119.9 4 Investment Trusts ...............06 170.6 145.0 146.7 145.0 
ply 9 Aircraft (27 Cl.—100) ......... 1116.1 861.9 972.4 939.3 3 Liquor (’27 Cl.—100) ........... 1534.5 1188.5 1203.5  1188.5L 
an 7 Airlines (‘27 Cl.—100) ......... 1044.6 780.7 802.7 805.6 F I avicineccecsscstaceinaceesinss 512.8 460.5 471.0 465.7 
“s 4 Aluminum (‘53 Cl.—100) ..... 521.3 437.9 464.0 458.7 D Whe re ncn ivsccssnescesenssosss 446.1 386.9 414.2 418.8 
17 S Amusements cccocccorecseccosccccsccees 250.3 209.3 248.0 250.3H 4 Meat Packing .........sssssesseees 286.8 226.7 234.9 243.1 
. (, 5 Automobile Accessories ........ 531.1 444.4 460.6 476.9 4 Mtl. Fabr. (53 Cl.—100) ..... 208.6 162.5 164.5 162.5 
ity 5 Automobil 157.0 109.3 109.3. 109.3 9 Metals, Miscellaneous .......... 399.1 320.8 335.7 335.7 
A|- 3 Baking (’26 Cl.—100) ........... 39.1 34.9 36.0 36.0 “Sa eee 1237.1 956.6 956.6 982.1 
ed 4 Business Machines ao 1172.3 1343.5 TRE: TO Fe iirc csnccscnisscncisentoses 736.9 609.0 609.0 609.0 
ea ae SS eee ; 689.4 745.5 761.5 16 Public Utilities ..........ccsesseeese: 362.4 341.6 358.9 362.4H 
Ke 4 Coral MASIIG onncsscancsscennscseee 30.4 30.7 30.4 | 6 Railroad Equipment............. 99.8 87.8 918 908 
he 4 Communications = 209.1 225.2 227.5 18 Railroads .......sscseeesseeeees | we 57.3 58.6 57.3L 
he 9 Construction ....... ~~ 158.9 158.9 160.6 3 Soft Drinks ...... ve 821.1 690.3 806.5 821.1H 
je- 5 Container ........... on ‘ 949.9 970.7 949.9 Be IRI Ok NN sciscascesnecaterxecnsonse 464.9 362.6 367.3 381.2 
. | 5 Copper Mining .. 298.4 298.4 298.4 4 Sugar 100.9 71.3 73.2 71.3L 
rs, | 2 Dairy Products ...... i 146.8 168.4 171.5H 2 Sulphur 655.9 563.1 581.7 575.5 
he | 5 Department Stores... 146.7. 135.2 145.2 146.7H | 11 TV & Electron, (’'27—100) ..... 118.3 96.6 118.3 115.0 
nt | § Drugs-Eth. (‘53 C.—100) ...... 452.7 386.8 448.3 452.7H S Textttes .00scccscces nie 187.7 187.7 187.7 
1 | 5 Elect. Eqp. (‘53 Cl—100)..... 381.0 332.9 381.0 377.3 3 Tires & Rubber 204.3 222.3. 222.3 
. 3 Finance Compani 689.0 648.8 668.9 668.9 5 Tobacco 182.5 190.0 190.0 
an 5 Feod Brands ... ww. 450.6 419.3 441.6 450.6H 3 Variety Stores 352.9 367.5 371.2 
ut FeO COG eaisscisccescsecssnccecises 270.8 250.2 255.3 257.9 14 Unclassif’d ('49 Cl.—100) .... 295.1 250.3 260.0 253.0 
in- 1 | H—New High for 1960. | L—New Low for 1960. 
seni } 
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Trend of Commodities 





SPOT MARKETS—Leading commodities were lower in the fort- 
night ending June 3, giving up most of the gains that were 
scored shortly after the collapse of the Summit conference. 
The BLS daily index of 22 such commodities lost 0.8% and 
all the subcomponents of the index were lower. The raw 
industrial materials’ index gave up 1.4%, with burlap, rubber, 
steel, scrap, tallow and wool tops all declining, while only 
print cloth and tin were higher. 

Among the broad rank and file of commodities, farm prod- 
ucts declined, under the pressure of crop harvests. The BLS 
comprehensive weekly wholesale price index lost 0.1% in the 
two weeks ending May 31, although the index of non- 
farm commodities remained unchanged during the period 
under review. 





FUTURES MARKETS—Futures prices gave ground on a broad 
front in the two weeks ending June 3, with a quieter inter- 
national atmosphere contributing to the unloading. Wheat, ~ 
corn, oats, soybeans, cotton, wool, coffee, hides, zinc and) 
lead, all moved toward lower levels, while only cocoa, rubber) 
and copper were higher. 

Wheat futures were moderately lower in the period under 
review. with the December option losing *4 cent to clese at 
$1.85. The winter wheat harvest has begun and will pick up 
momentum in coming weeks. From current indications, it 
appears that this year’s total crop, both spring and winter 
wheat, will be well above last year’s harvest. However, this 
is reflected in the price, with the December option sellinz 
about 12 cents under the equivalent support level. 
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BLS PRICE INDEXES Latest 2Weeks 1Yr. Dec.6 
1947-1949—100 Date Dote Ago Ago 1941 
All Commodities May 31 119.7. 119.8 119.4 60.2 
Farm Products May 31 89.8 907 91.1 51.0 
Non-Farm Products May 31 128.4 128.4 127.8 67.0 
22 Sensitive Commodities June 3 85.8 86.5 88.2 53.0 
9 Foods June 3 77.1 77.2 82.0 465 
13 Raw Ind‘l. Materials June 3 92.2 93.5 92.6 58.3 
5 Metals June 3 92.7 93.1 95.9 54.6 
4 Textiles June 3 805 823 79.0 56.3 
MWS SPOT PRICE INDEX 
14 RAW MATERIALS 
1923-1925 AVERAGE-—100 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 

| 1960 1959 1953 1951 1941 
High of Year | 160.0 161.4 162.2 215.4 85.7 
Low of Year | 157.5 152.1 147.9 176.4 74.3 
Close of Year | 158.3 152.1 180.8 83.5 

DOW-JONES FUTURES INDEX 

12 COMMODITIES 

AVERAGE 1924-1926—100 
1960 1959 1953 1951 1941 
High of Year 148.7 152.7 1668 215.4 84.6 
Low of Year 144.5 144.2 153.8 174.8 555 
Close of Year 147.8 166.5 189.4 84.1 
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PURE adds 379 producing wells... 


The Pure Oil Company gains important 
new oil reserves, pipelines, and 
prospective fields in its purchase of 
Woodley Petroleum Company’s assets. 





Three hundred seventy-nine oil wells, 
delivering over 10,000 barrels of crude 
oil a day, are just part of the assets 
PURE acquires with the purchase of 
Woodley Petroleum Company. 


PURE receives Woodley oil reserves 
of over 70 million barrels of crude, 
of which 64 per cent is in the United 
States and 36 per cent in Canada. 
These supplement PURE’s own esti- 
mated reserves of 511 million barrels 
of crude, condensate and natural gas 
liquids in the U. S. and 20 million 
barrels in Venezuela. 


THE PURE OIL COMPANY, 35 E. Wacker Dr., Chicago 1, Ill. 


YOU CAN BE SURE WITH PURE 
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In addition, PURE has natural gas 
reserves estimated at 2 trillion, 194 
million cubic feet, not including the 
70 billion cubic feet of reserves ac- 
quired from Woodley. 


Other properties acquired from 
Woodley include leases and options 
on 600,000 net acres for future 
exploration; a minority interest in a 
refinery in the Twin Cities area, and 
interests in three crude oil pipelines 
totaling 530 miles in Saskatchewan 
and Minnesota. 


PURE is happy to welcome the ex- 
perienced, competent employees of 
Woodley into its organization. Acqui- 
sition of the Woodley properties 
represents an important step forward 
in PURE’s program to expand its 
crude oil production and reserves. 
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Natural Gas Industry Still 
Suffers From Growing Pains 





(Continued from page 373) 


‘operation. Possible use in electric 

steel furnaces in combination 
with oxygen is an even more ex- 
citing prospect as the output of 
existing furnaces could be in- 
creased by one quarter. 


Investment Status 


Thus, the industry still is grow- 
ing and has a dynamic potential. 
It is neither reaching a state of 
maturity nor is it moribund. In 
fact it may be only awakening to 
its future as the past was dedi- 
cated primarily to providing fuel 
for residential house heating. The 
coming years can be used to ex- 
ploit the fact that gas is fed into 
more than 20 million homes but 
is used only for heating. The 
character of the industry may be 
changing and its importance be- 
coming greater. 

Included in the statistical sum- 
mary is a comparison of the 
recent prices of a selected group 
of natural gas companies and 
those at the time of the last an- 
nual review. For the most part 
there has been little change or 
slight declines; the increases are 
rare. It may also be pointed out 
that the overall market declined 
7% since mid June 1949 and 
about 18% from the subsequent 
1959 peak. The anomaly arises 
from the increase in earnings 
that almost every company re- 
ported. In short, the continued 
uncertain regulatory situation is 
still affecting this group and im- 
provement is still some distance 
in the future. 

Viewing the present dilemma 
as objectively as_ possible, it 
would not seem that any satis- 
factory solution can be achieved 
without legislation materially 
amending the Natural Gas Act. 
Accommodations on some_ prob- 
lems may be achieved within the 
scope of the present act and rules, 
but a final clarification will have 
to take into account the radically 
changed character of the industry 
and the enlarged scope of regu- 
latory authority. 


interminable Legal Delays 
At this time last year two key 
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cases were mentioned as pending 
before the Commission; 1) The 
City of Detroit case, 1955, (also 
called the Panhandle case) , which 
was remanded by the U. S. Cir- 
cuit Court of Appeals, and 2) the 
Phillips Petroleum Company case, 
1954, which deals with setting 
rates for producers. Each of these 
cases has inched its way along the 
administrative corridors, and 
each is still awaiting a final Com- 
mission decision not to mention 
two to three years awaiting chal- 
lenges in the courts. A year after 
an examiner handed down a de- 
cision in the Phillips case the 
Commission still had taken no 
action, which prompted the com- 
pany to make a compromise offer 
of settlement, stating that after 
six years it could no longer com- 
mit millions of dollars to explora- 
tion for gas if it could not know 
what it would be allowed to earn. 

In general, it would seem that 
the year has provided little of a 
definitive nature to guide inves- 
tors. Some new guideposts have 
been provided, however. 


Considerations For The Investor 


In the area of rate of return it 
now appears that current high 
costs of senior capital have been 
recognized and that 6 to 644% 
will be allowed to “thin” equity 
companies, and up to 614% au- 
thorized for more conservatively 
capitalized operations. Returns of 
634,.% to 8% requested by some 
companies will not be granted. 

In this connection it is interest- 
ing to note that Mississippi River 
Fuel last month settled two pend- 
ing applications, one seeking a 
7% return and one seeking8 %, on 
a 614% basis after negotiation 
with customers and the Commis- 
sion staff. The equity of Missis- 
sippi is over 40% of its total 
capitalization, which is relatively 
high for the industry. The settle- 
ment will require a restatement 
of the company’s earnings for 
1958 and 1959 and probably will 
reduce the $2.19 reported for the 
latter year to about $2.00. 

This settlement is not an iso- 
lated case, although it represents 
one of the largest cases in terms 
of money involved to be approved 
by the commission in the past 
year. Among the other companies 
that have sought or obtained set- 
tlements are Texas Eastern Trans- 





mission, Texas Gas Transmission, 
Tennessee Gas Transmission, South- 
ern Natural Gas, subsidiaries o7 
Peoples Gas Light & Coke, and Man- 
ufacturers Light, Heat and Power, (2 
subsidiary of Columbia Gas). 

A number of producer cases 
have been subject to a comparable 
procedure. Unhappily the large) 
cases pending before the Com- 
mission have not proven suscepti- 
ble to this kind of negotiation. In 
any event it is only a stopgap. 
Eventually, the Commission must 
decide rate matters in a firm 
manner that will stand testing in 
the courts. The latter is especially 
true in the case of producer regu- 
lation. 


In Conclusion 


There is little else constructive 
to report from the regulatory 
arena. Questions involving reten- 
tion by the shareholders of tax 
benefits from statutory depletion 
and intangible drilling costs con- 
tinue to await court decision. The 
scope of the Commission’s re- 
quirement to set rates for gas 
newly committed to interstate 
service rather than accept a con- 
tract between two parties is not 
resolved yet either, but the 
weight seems to favor a ceiling 
price based on comparable sales 
made in the area of the particular 
purchase. Legislation is desper- 
ately needed to overcome the con- 
fusion created by four years of 
contradictory court decisions. 

A group of producers, pipe- 
liners and distributors, called the 
“harmony committee” has been 
addressing itself to the wording 
of proposed legislation to amend 
the Gas Act for about two years. 
tecently at a meeting of the New 
York Society of Security Analysts 
a member of this committee stat- 
ed that each group had by this 
time gained an awareness of the 
problems and outlook of the 
others and were quite close to 
“achieving a statesmanlike solu- 
tion to the regulatory problem.” 
If such a group with the backing 
of all segments of the industry 
can provide a recommendation 
for legislation, it will have made 
a major contribution toward the 
solution of a situation that is 
steadily deteriorating. 


Regulatory Outlook — For the 
coming year the regulatory out- 
look continues to be one of very 
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AMERICAN NATURAL GAS COMPANY 


MICHIGAN CONSOLIDATED GAS COMPANY 


MICHIGAN WISCONSIN PIPE LINE COMPANY 


AN INTEGRATED NATURAL GAS 


SYSTEM 


WITH 
OPERATION - 


A NEW JERSEY CORPORATION 





TRANS MISSION 


MILWAUKEE GAS LIGHT COMPANY 


AMERICAN LOUISIANA PIPE LINE COMPANY 


AND DISTRIBUTION 
MORE THAN HALF A CENTURY OF SUCCESSFUL 
SERVING MORE THAN A MILLION CUSTOMERS 

- CONTINUING ITS EXPANSION PROGRAM. 








slow progress. The dismissal of 
Commissioner Connole, and the 
prospect that the two recom- 
mended appointees to the Com- 
mission will not have their nomi- 
nations acted upon, could leave 
only three Commissioners, plus, 
possibly two interim appointes; 
not exactly the type of situation 
designed to bring stability to the 
industry. It is not believed, how- 
ever, that the recent hearings be- 
fore the House Committee on 
Legislative Oversight (in which it 
suggested that industry people 
made improper approaches to the 
Commission) will have any im- 
portant effect on pending cases. 

In summary, sales prospects 
are bright but the earnings pic- 
ture remains clouded. Many com- 
panies will -report rising earn- 
ings this year because of rates 
collected subject to refund. 

In some cases the sizeable ad- 
vances anticipated this year 
could be sufficient to cause spec- 
ulative buying in the stocks. The 
word “speculative” is the key 
here, however, as these reports 
probably will not be indicative 
JUNE 
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of true earning power. Not until 
the regulatory picture begins to 
clarify, can the securities of the 
natural gas industry hope for a 
resumption of their status as a 
prime quality investment. END 





Struggle For World Domination 
On The Economic Front 
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details or evidence, should be 
taken with caution. 

Soviet officials themselves ac- 
knowledge shortfalls in a number 
of critical industries. ® They 
failed to meet their production 
goals in expansion of chemical 
manufacturing facilities. They 
fell short of production targets 
in some turbines and motors, 
petroleum equipment, chemicals, 
electric locomotives, natural gas, 
home-type radio sets and wash- 
ing machines. 

Khrushchev, in the May 5 
speech to the Supreme Soviet in 
which he first mentioned the 
downing of the American spy 


plane, offered his listeners a rosy 
prediction of the good life to 
come. He then made three specific 
economic pronouncements which 
appeared to have no relevance to 
the problem of achieving the 
Utopia which he conjured up for 
his audience. 


Mr. K’s Utopia 


The three plans Mr. K an- 
nounced were: (1) to introduce 
next January a new “heavy” ruble 
worth ten times the present ru- 
ble; (2) to shorten the work 
week; and (3) to reduce direct 
(income) taxes. 

& The New Ruble — There has 
been no convincing explanation 
yet for this change. The best 
guess is that the move was made 
for psychological reasons — to 
increase the prestige value of 
Russia’s monetary unit as com- 
pared to the dollar, and thus try 
to convince underdeveloped na- 
tions that Russia is gaining econ- 
omic and financial ground against 
the West. 

>The plan to reduce the work 
week for most urban workers 
from 48 to 41 hours may back- 
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The Board of Directors has 
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¢ dividend of 
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fire. It may make more Soviet 
workers unhappy instead of 
pleasing them. With many work- 
ers paid at least in part on a 
piece work basis, a shorter week 
will mean less income for those 
who are not able to step up their 
production rate. Lacking many 
of the creature comforts and re- 
creational opportunities enjoyed 
by Americans, the Soviet worker 
places much less value on ad- 
ditional leisure. He would rather 
increase his buying power. 

>The tax reduction gambit 
must have been principally for 
foreign propaganda purposes. It 
will not fool many Russians. 
Basically, it raises take-home pay 
among lower paid workers, but 
leaves higher paid persons — 
those receiving 2,000 rubles and 
upwards per month — right 
where they were, because it cuts 
their gross pay by the amount of 
the tax reduction. 

The most grandiose economic 
schemes are, in the nature of 
things, limited by the labor sup- 
ply. And the Soviet Union still 
suffers from a shortage of work- 
ing-age males. These are the rel- 
evant figures: 


1939 1959 

(in millions) 
Population 170 208 
Males 81 94 
Females 88 114 


Moreover, compared to re- 
cent additions to the labor force 
averaging about three million 
young men per year, the incre- 
ments in the next few years are 
expected to be only about one and 
one-half million annually. 

This should hamper Soviet ef- 
forts to offset lower productivity 
ner worker, as compared to the 
United States, by utilizing ad- 
ditional manpower. 

>No consideration of Russia’s 
capacity to wage economic war- 
fare would be complete without 
some reference to the trade si- 
tuation within the Sino-Soviet 
Communist bloc. The economic 
health of the bloc, as well as 
Russia’s ability to manipulate it 
for her own ends, is a vital factor 
in the Red posture vis-a-vis the 
West. 

The Soviet Union naturally is 
the dominant country in the bloc’s 
trade. More than one-third of 
the foreign trade of the other 
partners in the bloc is with the 





Soviet Union. 
In the case of Communist 


Russia. Approximately — three- 
fifths of the trade of Romania 
and Bulgaria and about one. 
third of the commerce of Cze- 
choslovakia, Hungary and Red 
China is with the Soviet Union. 


L 
East Germany, almost 50 per tia 
cent of its foreign trade is with tic 
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“There is no indication that the a» 


relative importance of the U.S. 
S.R. in the trade of the other 
members of the Sino-Soviet bloc 
will decrease in the next few 
years,” according to the U. &. 
Department of Commerce. 

> At the same time, there are 
indications that efforts to expand 
trade within the bloc are mee’. 
ing with difficulties. The increase 
in intra-bloc trade in 1958 was 
only about four per cent over 
1957, while trade between bloc 
and non-bloc countries was ris- 
ing by ten per cent. 

&The U. S. Commerce Depart- 
ment reports “increasing evi- 
dence of greater trade coordina- 
tion” within the bloc. It notes, 
too, that “since 1954 the bloc 
countries have embarked on a 
program of granting credits and 
technical assistance to underde- 
veloped countries, factors which 
will have a bearing on their trade 
with non-bloc countries in the 
years ahead.” 

The Soviet Union and the other 
bloc countries, 
controlled economies, are able to 
set arbitrary prices, without re- 
spect to cost, if other considera- 
tions warrant. This is presumed 
to give the Communists an edge 
in price competition with the 
Free World. However, according 
to some experts, this is true only 
in a limited sense. 

>A report prepared for the 
Joint Economic Committee of 
Congress contends that “there 
are budgetary and planning re- 
straints, as well as potential con- 
flicts of interest, if such a prac- 
tice is pursued on anything but 
a relatively small scale. Large 
scale price cutting or substantial 
rapid changes frequently involve 
an exhorbitant cost which even 


operating state-, 


the Soviet Union is unwilling to, 


absorb and may also interfere 
with plans in a costly way. Over- 
riding political considerations 
may on occasion dictate substan- 
tial price manipulation or a sud- 
den change, but these circum- 
stances are rare.” 
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munist » Systematic price discrimina- 
50 per tion appears to have been prac- 
is with ticed by the Soviet Union only in 

three, Rastern Europe. There are strong 
omania j dications that the satellites and 
tt one} Communist China are not en- 
»f Cze-) tively happy about trade relations 
id Red y.ithin the bloc but there appears 
Union, |i:tle if anything they can do 
hat the avout it. 


, Pe. Back of Trade-and-Aid to 
et bloc Underdeveloped Countries 


<t_ few ~The spearhead of the Soviet 
U. S. e-onomic offensive against the 
\’est in the underdeveloped, or 
pre are “>ackward,” nations of the World 
oxpani j. the “trade-and-aid” program 
» mee'- vy hich began in 1954. It is the 
crease y ost recent weapon in the Soviet 
98 was a’senal aimed at weakening the 
t over c-onomic and political prestige 
n bloc ©’ the United States and the 
as ris- \ est. 
& Soviet bloc trade-and-aid is 
Jepart- used to try to create a favorable 
g evi- inage of the Soviet Union, to 
ordina- reward friends and punish foes, 
notes, to promote the ultimate aim of 
e bloc, Communist World domination. 
on a From mid-1954 to mid-1959 
ts and} (cmmunist bloc agreements to 
iderde-| :id non-Communist countries to- 
which ialed about $2.7 billion, of which 
> trade three-quarters was economic aid 
in the! and the remainder military. The 
Soviet Union provided about 70 
2 other per cent of this total, Communist 
state-; China roughly four per cent and 
ible to the other bloc ccuntries the re- 
mut re- mainder. 
sidera- >This Communist aid was far 
sumed less than U. S. assistance to 
n edge foreign countries during the 
h the same period. And much of the 
ording' hed aid was in the form of long- 
e only) term credits spread over a num- 
ber of years, whereas the U.S. aid 
or the was completely on an annual 
ee of budgeted basis. 
“there This raises the obvious ques- 
ng re- tion of why the Communist 
il con-. “trade-and-aid” offensive should 
prac- draw so much attention. 
iz but The principal reason is that 
Large) the Communists achieve greater 
antial} attention by selecting the most 
nvolve} sensitive target areas to achieve 
_ even) maximum impact. American aid 
ing to, usually is designed to accomplish 
erfere) maximum good on basic but aften 
Over- unspectacular projects over a long 
itions | period of time. 
bstan- The Soviet program usually is 
1 sud-| directed to more spectacular, if 
rcum-| less fundamental, projects in or- 
| der to secure maximum political 
effect at the time. 
TREET 
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The Soviet “trade-and-aid” 
offensive in underdeveloped coun- 
tries is, of course, only one aspect 
of the continuing economic war- 
fare against the West. But it is 
an important one in view of the 
intense nationalism in the newly 
independent countries of Asia and 
Africa which Communism seeks 
to exploit and pervert to its own 
ends. 

Soviet interest and activities 
in Africa and Latin America have 
increased. If the Russian eco- 
nomy can continue to sustain in- 
creased foreign aid, more maxi- 
mum impact programs undoub- 
tedly will develop in those two 
areas, 


Basic Problems Faced by Russians 


The foregoing summary of the 
principal factors in Russia’s eco- 
nomic situation gives a general 
idea of the complexity of the pro- 
blem with which Khrushchev and 
other Soviet leaders must deal as 
they pursue their prime objective 
—economic victory over the West. 

Khrushchev’s inherent difficul- 
ties are obvious. They would-ap- 
pear to have been compounded 
by events which forced him to a 
bandon his “soft line” toward 
the United States and other West- 
ern powers. 

But some of his advantages 
are equally obvious. And the Rus- 
Sians can be expected to exploit 
them to the fullest. 

The possibility of military con- 
flict between Russia and the 
U.S. cannot, of course, be ex- 
cluded. But all indications are 
that the nuclear stalemate of 
terror, in which each side re- 
alizes that no one would really 
win an all-out war, will prove 
effective in keeping the peace — 
barring some serious miscalcula- 
tion. (Continued on next page) 
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CONSECUTIVE DIVIDEND 
Common Stock 


A quarterly dividend of 45¢ per 
share payable on July 1, 1960 
to stockholders of record at the 
close of business June 13, 
1960, was declared by the 
Board of Directors. 

ROBERT O. MONNIG 


Vice-President and Treasurer 


June 1, 1960 
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= ; 30 Rockefeller Plaza 
E New York 20, N. Y. 
= DIVIDEND No. 50 


Tue BOARD OF DIRECTORS 
has this day declared a regular 
quarterly dividend of Fifty-Five 
Cents (55¢) per share on the 
capital stock of the Company, 
payable August 15, 1960 tostock- 
holders of record at the close of 
business July 15, 1960. 





JOHN MILLER, Secretary 


= || June 8, 1960 
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15382 DIVIDEND 


A quarterly dividend of $0.65 
per share in cash has been 
declared on the Common 
Stock of C. I. T. FinaNcrau 
Corporation, payable July 
1, 1960, to stockholders of 
record at the close of business 
June 10, 1960. The transfer 
books will not close. Checks 
will be mailed. 
C, Joun Kunn, 
Treasurer 





May 26, 1960. 
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The fact that Khrushchev re- 
alizes he is on the weaker side 
of this stalemate is the best in- 
surance against such a miscal- 
culation on his part. 

But the truly critical East- 
West battle—that on the eco- 
nomic front — will proceed with 
no quarter asked or given. 

The West can forget this only 
at the peril of its own ultimate 
survival. END 





Appraising The 2 Great 
Rail Mergers 


—— 





(Continued from page 363) 


Where Opposition to Mergers 
Will Come From 

In fact, railroad mergers are so 
patently beneficial — not merely 
to the carriers directly involved, 
but to shippers and investors as 
well — that their infrequent oc- 
currence should be a matter of 
public concern. It is understand- 
able, of course, that vested in- 
terests likely to suffer from rail- 
road mergers — employees being 
displaced, communities losing 
shops and offices, or being rele- 
gated to branch lines, and so on 
— will resist every such proposal. 
The greatest economy must al- 
ways be cerived ultimately from 
reductions in labor forces, rail- 
roading’s heaviest expense, and 
unicns pack considerable political 
influence. Just the same. it looks 
like the unions have often been 
short-sighted in holding on vocif- 
erously to individual trains and 
jobs at the cost of eventual total 
abandonment of branches, and 
even sometimes of entire rail- 
roads. The regulatory commis- 
sions, including the I. C. C., have 
also often had a negative attitude 
toward merger, and would seem 
to have neglected their broader 
responsibility to the public there- 
by. 

But it is not fair to cast all of 
the blame for such slow merger 
progress upon outsiders. Each 
time a consolidation program is 
announced aggrieved railroads 
also join the ranks of the objec- 
tors, or seek to attach burden- 
some conditions to the union. To 
be sure, competing railroads will 
frequently suffer from successful 
mergers. Every railroad natural- 
ly long-hauls itself; if the Nickel 
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Plate ties up with the Norfolk or 
Pennsylvania it will automatical- 
ly divert traffic to them that it 
may have formerly turned over to 
the Lackawanna or Lehigh Valley 
at its Buffalo gateway. But this is 
certainly a normal hazard of busi- 
ness, and complaints on such a 
score should be regarded as frivo- 
lous. Better railroad statesman- 
ship could also play its role in 
promoting the merger movement. 

Some mergers have undoubted- 
ly been blocked because large but 
financially distressed carriers 
have hesitated to join on unfavor- 
able terms with smaller but more 
profitable roads. For example, 
New York Central is twice as 
long as Chesapeake & Ohio in 
route mileage and takes in nearly 
twice as much gross. Neverthe- 
less, its all-important net income 
is only a small fraction of Chesa- 
peake’s healthy earnings. Despite 
the disparity in size between the 
two roads, Chesapeake would 
thus figure as the senior partner 
in any get-together. Pennsylvania 
stands in a similar relationship 
with Norfolk, although its posi- 
tion is made less embarrassing by 
its substantial stock interest in 
the latter. Of course, Central’s or 
Pennsylvania’s control of large 
traffic sources is an asset of po- 
tential value in a merger, but 
these roads can no longer count 
on any early improvement to re- 
inforce their bargaining position. 


The Future Trend 


So much for the obstacles to 
railroad merger. The dcevelop- 
ments pointed out make it clear 
that more attention is going to be 
paid, from now on, to the oppor- 
tunities inherent in such pro- 
posals. The movement is likely to 
become contagious and _ spread 
beyond the projects already under 
discussion. The creation of two 
huge northeastern systems will 
put the remaining unattached 
railroads — principally the Le- 
high Valley and the Delaware & 
Hudson — into an_ increasingly 
difficult position. The Lehigh, fac- 
ing the deprival of its western 
traffic connections, may have to 
tie up more closely with the Wa- 
bash or some of the Canadian 
roads at Buffalo. The D. & H. 
may regret its withdrawal from 
the Erie-Lackawanna union, Es- 
tablishment of a unified New 
England system, now dormant, is 





likely to receive a new stimulus. 

In other parts of the country 
the carriers may be less directly 
affected by the indicated New 
York Central and Pennsylvania 
aggrandizement, but the consum- 
mation of mergers on this scale 
would certainly set a universally 
powerful example. Besides othe 
projects mentioned at the begin- 
ning of the article, Great Northern- 
Northern Pacific-Burlington, Rock Is- 
land-Milwaukee, Chicago & North- 
western-Minneapolis & St. Louis anc! 
Frisco-Katy are all logical merge? 
candidates. 

Of course, the two major com: 
binations, New York Central 
C. & O., B. & O. and Pennsyl- 
vania, Norfolk & Western anc 
Nickel Plate, are not likely to be 
consummated tomorrow. Pro- 
tracted negotiations, hearings and 
objections are an_ unavoidable 
prelude. And the epoch when all 
of the country’s railroads will be 
combined into a dozen regional 
systems is still in the future. 
Nevertheless, the merger idea has 
received very strong impetus in 
the events of the past several 
weeks, and more progress in this 
direction is likely to be seen with- 
in the next two years than during 
the past two decades. END 





Competitive Struggle Forces 
Distillers Into Other Fields 





(Continued from page 378) 


and one of four principal U.S. 
producers of whiskey and z2in, 
distributes an estimated 85 per 
cent of output in this country. 
Growing demand for Canadian 
and Scotch whiskey is contribut- 
ing to modest improvement in 
sales in spite of a shrinkage in 
sales of blends in this country. 
Net profit for fiscal 1960 ending 
August 31 is expected to range 
above $2.80 a share, compared 
with $2.76 for 1959. 

American Distilling, one of the 
larger independent distillers, has 
concentrated on popular-priced 
lines and has fared well. Earn- 
ings have shown steady improve- 
ment for some seven years. For 
fiscal 1960 ending September 30 
net profit should set a new high 
above last year’s $4.12 a share. 
Dividends are expected to be 
maintained at the $1.60 annual 
rate. Possibility of a year-end 
extra has been intimated. 
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Brown-Forman Distillers has con- 
centrated on straight and bonded 
bourbons and produces a line of 
gins, liquors and vodkas. Scotch 
whiskey and some French and 
German wines are imported. Di- 
versification on a small scale has 
been undertaken in photographic 
chemicals. Net profit for the fis- 
cel year ended April 30 is esti- 
mated to have ranged moderately 
above 93 cents a share for 1959 
(:djusted for the 200 per cent 
dstribution in non-voting stock 
pid last year). Dividends are 
expected to hold at the indicated 
4\)-cent annual rate. 

Publicker Industries produces, in 
aldition to alcoholic beverages, 
considerable quantities of indus- 
tial alcohol and related chemi- 
cls. Favorable costs of raw ma- 
trials hold promise of aiding 
e.rnings this year and net profit 
fr calendar 1960 may register 
n.oderate improvement over 1959, 
vhen a total of 61 cents a share 
vas reported. Dividends are likely 
t» be restricted to stock pay- 
ments, such as 5 per cent paid 
lust year. END 





First-Hand Regional Survey Of 
The 12 Federal Reserve Areas 





(Continued from page 355) 


levels of inventories. 

&> Farm prices firmed in 
March, but despite this im- 
provement, farm prices are 
lower than a year ago and this 
is reflected in smaller income 
that farmers received from 
marketings during January 
and February of 1960. 
While the Twelfth District 

continues to be a leader in eco- 
nomic growth, there are signs ot 
soft spots and certainly boom 
conditions do not exist. END 





For Profit and Income 
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» reached a new 1959-1960 high of 


191% and is currently at 1734, or 
around 12.2 times earnings. Its 
earlier postwar high was 351% in 
1952. 
Diamond Alkali 

This well-established producer 
of alkalis has expanded into up- 
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graded lines, including plastic, 
organic and chromium chemicals. 
It has a fair back record. Profit 
rose to a record $3.90 a share last 
year, from 1958’s $2.32, modestly 
exceeding the previous peak of 
$3.83 in 1956. It might reach the 
area of $4.40 this year. Dividends 
are at $1.80, plus a 3% stock ex- 
tra late in 1959. At 57 in a 1959- 
1960 range of 64%-46, perform- 
ance of the stock is better than 
that of the chemical group and 
the price-earnings ratio is around 
13, amounting to a moderate and 
reasonable valuation. 


Tennessee Corp. 


This company makes fertilizer 
materials, sulphuric acid, copper- 
based and sulphur-based chemi- 
cals, and other items. Despite the 
uninspiring outlook in the ferti- 
lizer field, it has fared fairly well. 
Earnings have shown substantial, 
even though somewhat irregular, 
growth for some years. They rose 
to a record $2.60 a share last 
year, from 1958’s $1.74 (adjusted 
for a 2-for-1 split), gained about 
26% in the first quarter and 
might approximate $3.20 for 
1960. At 40, off from high of 47, 
the stock’s price-earnings ratio is 
a little under 13. Total dividends 
are indicated at $1.3714 ($1.25 
regular) on the present split 
shares. Payments have risen in 
each year since 1951 with the ex- 
ception of an unchanged rate in 
1958. The stock is reasonably 
priced as chemical issues go, and 
the continuing growth trend in 
earnings should provide basis for 
longer-range appreciation. 


American Optical 


A leading maker of optical pro- 
ducts, this company also produces 
scientific and medical instru- 
ments. Earnings are showing sub- 
stantial growth, with something 
like $3.90 to $4.10 possible this 
year, against 1959’s record $3.55. 
Dividends are at a $2.00 rate. Re- 
cent increased interest in and de- 
mand for the stock is attributed 
to the company’s apparent good 
position in, and nearing commer- 
cial output of, “fiber optics.” 
These are flexible ‘‘ropes” of fine 
glass threads which carry light 
and images, permitting inspection 
of interior portions of machinery 
or other objects. Possible applica- 
tions appear broad. Now at 56, 














PROOF OF 
THE PUDDING 
You are invited to inspect 
THE TRENDWAY 
BREADTH INDEXES’ RECC..~ 


Any service organization selling advice to 
the general public should somehow be willing 
to disclose its past record, particularly at 
critical times. Paul Dysart’s TRENDway 
has compiled a running record of its bul- 
letins written and issued to subscribers at 
each critical juncture, since July 1949 to 
date. This is a record of ‘Trend"’ Perform- 
ance Capability of which we are quite 
proud. We would like for you to see a 
stock market record which is without paral- 
lel in market annals, but to do so requires 
an effort on your part to show sufficient 
interest so that this record may be 
before you. 


placed 


We therefore have made available for discri- 
minating inquirers our past record at every 
critical turning point of the last eleven 
years, a record that made profits for is 
followers This record will be sent new trial 
subscribers together with the following: 


@ Next six weekly charts of the Breadth 


Indexes 

@ Six weekly Trendway Stock Market 
Bulletins 

e Long term record of the Indexes 


matched against the actual perform. 
ance of the market 
@ Booklet guide to profit: ‘“‘How to Stay 
In the Money-Making Minority” 
@ Illustrated pamphlet: The Breadth In- 
dexes and How to Compute ‘them 
Send $5.00, for six weeks trial subscription 
to the TRENDWAY ADVISORY SERVICE. 
If you prefer a 12 week trial, send $10 
Check our record, then plot your investment 
course with TRENDWAY accuracy. 


TRENDWAY ADVISORY SERVICE 
Dept. SMW-1 
P. O. Box 7184 
Louisville 7, Kentucky 














ICE COMPANY 


Dividend Increased 


AMERICAN 
Regular Quarterly 


DIVIDEND NO. 69 


At a meeting of the Board ot Directors 
of American Ice Company held on May 
24, 1960, the regular quarterly dividend 
was increased to twenty-five cents ($.25) 
per share and was declared payable on 


July 8. 1960, to stockholders of record 





at the close of business on June 17, 1960 
EARLE D. BARTON 
Secretary 
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the stock is selling around 14 
times established earning power 
and yields nearly 3.6%. If this 
price carries a premium for un- 
predictable possibilities in fiber 
optics, it appears to be a modest 
one — nothing like the financial 
valuations of many stocks vari- 
ously classified as “science” is- 
sues, or “wonder” stocks, or “‘im- 
agination” stocks. This stock can 
be rated as a fairly good value and 
not unduly risky, without regard 
to fiber optics, and as a specula- 
tion on possibilities in the latter 
field. END 





Answers to Inquiries 





(Continued from page 379) 


over the long term. 

Minnesota Mining & Manufac- 
turing Co. makes various Scotch 
type pressure sensitive tapes; 
coated abrasives; adhesives, coat- 
ings, electrical products, graphic 
products, some building products 
and also some chemicals and 
plastics. Its research division is 
constantly developing new pro- 
ducts with good sales and profit 
potentials and the company is 
also active in acquisitions and ex- 
panding the business both domes- 
tically and abroad. 

Earnings for the first quarter 
of 1960 were 32 cents per share 
against 27 cents in the like period 
last year. Full year 1959 earnings 
were $1.25 per share compared 
with 86 cents in 1958. These 
earnings figures were adjusted on 
the shares outstanding prior to 
the 3 for 1 stock split effective on 
June 10, 1960. 

Stocks usually advance some- 
what on the announcement of a 
proposed stock split but very 
often after the split is effected, 
some profit-taking ensues and the 
shares often react. This situation 
has to be watched closely for that 
reason. 

Research expenditures are 
quite substantial but profit mar- 
gins on the company’s products 
are considered good on the aver- 
age and growth rate should con- 
tinue exceptional. 


Continental Baking 


“T understand that the baking industry 
is highly competitive and profit mar- 
gins are usually very narrow but I am 
interested in Continental Baking and 
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would like to receive latest earnings 
and other pertinent data regarding the 
company”. 

S. R., Nashville, Tennessee 

Continental Baking Co. is the 
largest factor in the bread and 
cake baking industry. The com- 
pany operates bakeries in 29 
states and in Washington, D. C. 
Its Wonder and Hostess brands 
are well advertised in the bread 
and cake fields. Through subsidi- 
aries it manufactures potato 
chips, mayonnaise and snack 
items and its Morton Packing Co. 
division is an important producer 
of frozen meat and fruit pies. 

For the 13 weeks to March 26, 
1960 net sales were $96,516,011 
and net profit $1,450,552 equal to 
68 cents per share. This compares 
with 13 weeks to March 28, 1959 
when net sales were $93,204,732 
and net profit $1.959,235 equal to 
96 cents per share. Full year 1959 
earnings were $4.60 per share 
compared with $4.37 in 1958 and 
$4.62 in 1957. The 55 cent quart- 
erly dividend yields a good in- 
come return. 

The Federal Trade Commission 
announced on May 19 that Conti- 
nental Baking Co. had illegally 
absorbed baking companies 
throughout the country in the 
past 8 years and thus may gain a 
monopoly because of these acqui- 
sitions. The charges are based on 
the Federal anti-trust laws and if 
the Government is upheld in its 
complaint, after hearings, the 
F.T.C. could order company to 
dispose of some or all of the 
bakeries involved. The company 
has denied charges and said it 
intends to defend all acquisitions. 
Each purchase was carefully con- 
sidered at the time by the com- 
pany attorneys in the light of 
Federal Trade Commission re- 
quirements and the company says 
full information was made avail- 
able to the Commission. Conti- 
nental stated that there is no 
possibility of it or any other 
baking company controlling more 
than a fraction of the $6 billion 
a year baking business. 

Continental Baking Co. an- 
nounced that its expansion pro- 
gram has been completed at a cost 
of $2 million and this has doubled 
the size of its Davenport, lowa 
plant. 

Continental Baking’s record in 
its field is better than average as 
competition is intense and profit 


margins narrow. 

This is a relatively stable issue 
with its attraction mainly for 
good income return. 


Tung-Sol Electric 


“T became interested in Tung-Sol Elec- 
tric about six months ago when I saw 
a paragraph of comments on the com- 
pany in your magazine. As I am sitiil 
interested, please advise on recent 
earnings, dividends and outlook”. 


C. E., Chicago, Illinois 

Tung-Sol Electric produces 
vacuum tubes for radio, television 
and other electronic applications 


and is also a small incandescen* | 


lamp manufacturer and also pro- 
duces sealed beam headlights ; the 
company is diversifying and ex 
panding operations and its colc 
cathode tube enhances longer 
term prospects. 

Recent annual earnings were 
$2.70 per share in 1959, compare 
with $2.67 in 1958 and $3.31 in 
1957. 

For the 13 weeks to April 2, 
1960 net sales were $20,008,795 
and net profit $796,627 equal to 
80 cents per common share based 
on 924,521 shares outstanding. 
This compares with the 13 weeks 
to March 28, 1959 when net sales 
were $17,613,971, net profit $770,- 
923 equal to 78 cents per common 
share based on 906,747 shares 
outstanding. 

The full year of 1960 is expect- 
ed to show a gain in sales due to 
new products and increased 
volume on semi-conductor and 
other electronic products. The 
backlog of orders on the books 
recently showed an increase. 


Current quarterly dividend is | 


35 cents per share and the indi- 
cated dividend yield is quite 
modest. The shares warrant re- 
tention. END 





The Trend Of Events 
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about six weeks. By that time the 
Labor moguls will be trekking to 


the political conventions, adding , 


up to further postponement, per- 
haps final abandonment. 

Since Mr. Meany originally pro- 
posed the conference, he is duty 
bound to meet and deal with the 
other side without consideration 
for the “status” of those who sit 
across the table from him. And as 
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Telegraphic Service . . 





Special Bonus Offer 


526 1/2 Points Gain On Our 21 Stocks 
With Profitable New Selections To Come 








SOUND PROGRAM 
FOR 1960-61 


A FULLY ROUNDED SERVICE 
For Protection — Income — Profit 


There is no service more practical . . . more 
definite . . . more devoted to your interests 
than The Forecast. It will bring you weekly: 
Three Investment Programs to meet your 
various aims . . , with definite advices of what 
and when te buy and when fo sell. 


Program 1— Top grade stocks for security and 
assured income with excellent ap- 
preciation potentials. 

Program 2 — Special dynamic situations for sub- 
stantial capital gains with large 
dividend payments. 

Program 3 — Sound stocks in medium and lower- 
priced ranges to be recommended 
at under-valued prices for sub- 
stantial gains. 


Projects the Market . . . Advises What Action to 
Take . . . Presents and interprets movements by 
industry of 46 leading groups comprising our 
brood Stock Index. 

Supply-Demand Barometer . . . plus Pertinent 
Charts depicting our 300 Common Stock Index 
. . - 100 High-Priced Stocks . . . 100 Low-Priced 
Stocks; also Dow-Jones Industrials and Rails 
from 1953 to date. 

Technical Market Interpretation . . . up-to-date 
data, earnings and dividend records on securi- 
ties recommended. 

. If you desire we will 
wire you our buying and selling advices. 


| Washington Letter—Ahead-of-the-News interpre- 


tations of the significance of Palitical and Legis- 
lative Trends. 

Weekly Business Review and Forecast of vital 
happenings as they govern the outlook for busi- 
ness and individual industries, 








Our audit of our 64% invested position on May 26 showed 
52614 points profit available, over and above any losses, from 
our original buying prices. The sound issues in our open 
position include backlog stocks that have been spurred by 
stock-splits over the past year as well as equities which have 
been making their appearance in the daily list of new highs, 
for example: 

% Gain 
Pac. G & E 84.2% 
Reynolds Tobacco 131.0% 
Southern Pacific 33.3% 


% Gain 

American Chicle 164.7% 

American Tobacco 33.2% 

Beech Aircraft 181.2% 

Ist National Bank 23.0% Southern Railway 293.4% 

Intl. Tel. & Tel. 377.0% Sperry Rand 164.7% 

In addition we have been advising retention of a 34% cash 

reserve throughout the first 5 months when the Dow Industri- 

als registered a 64 point drop. The Forecast advised subscribers 

to defer new commitments temporarily awaiting our selection 
of unusual values. 

We have every confidence that the impressive gains our 
advices have built up will be greatly increased when we give 
the buying signal for rare new opportunities which will 
emerge from the market correction. 

Therefore, we are extending a SPECIAL BONUS OFFER 
OF EXTRA SERVICE to encourage you to join The Fore- 
cast now when it can be most rewarding in helping you to 
put your investment house in order—and to share in our 
1960 programs from their inception, when profit potentials 
are usually the greatest. 

SUPERVISED ADVICES — TIMELY AND DEFINITE 

Enroll now to receive all our coming recommendations 
as we release buying advices. Once you buy them you will have 
the security of knowing that we will advise you from week to 
week in our bulletins just how long each stock should be re- 
tained—when to take profits and where and when to reinvest. 

This supervision is provided for every Forecast bulletin 
recommendation so you will never be in doubt. 

Mail your enrollment today with a list of your holdings 
(12 at a time). Our staff will analyze them and advise you 
promptly which to retain—which to sell to be ready for coming 
opportunities as we point them out to subscribers. 








MAIL COUPON TODAY FOR SPECIAL BONUS OFFER -_- 





of om , 


THE INVESMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 120 Wall Street, New York 5, N. Y. 


I enclose [) $125 for a year’s subscription—plus one month bonus 











0 $75 for 6 month’ Service plus two weeks bonus 
SPECIAL MAIL SERVICE ON BULLETINS 


6 "Service $75 
Plus Two Weeks Free 
12 “Sewice = $125 


Plus One Month Free 


Complete Service will start as 
soon as your remittance 
reaches us — but annual en- 
rollments will date as official- 
ly beginning one month later 
— semi-annual enrollments 
will date as starting two 
weeks later. 


JUNE 18, 1960 





Air Mail: [1] $1.00 six months; [J $2.00 
one year in U. S. and Canada. 

Special Delivery: [) $7.80 six months: 

0 $15.60 one year. 

NNN ceca tiraasincnsauiabnobicnntsninssdenesciasceisuusbiiana'coasies 
Address 


UD vocenssessicekanecatecssnessnsaceanscsenstebonsivenssesedesstse 








(J Telegraph me collect your Forecast rec- 
ommendations .. . hen to buy and 
when to sell . . . when to expand or con- 
tract my position. 














Stare ™ 


Your subscription shall not be assigned at 
any time without your consent. 


List up to 12 of your securities for our 
initial analytical and advisory report. 
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Interlake Iron 


DIVIDEND No. 64 





Interlake Iron Corporation, Cleveland, 
has declared a dividend of 40 cents 
per share on its common stock, 
payable June 30, 1960, to stockholders 
of record at the close of business 
June 15, 1960. 


Va y Vice President & Treas. 


Maker of Iron and Ferroalloys 








a good citizen, interested in the 
welfare of AFL-CIO membership 
along with the welfare and in- 
terests of the entire country, he 
should forget his “peeve” that 
the “other side of the table” lacks 
—in his opinion — management 
status comparable to his in the 
field of organized labor. 

It is tragic to think of a future 
steel strike, a strike of the Auto 
Workers, disruptions of transpor- 
tation and communications. It is 
time for reasonable men from 
both sides of the fence to sit down 
together and work out the form- 
ula to avert these industrial de- 
bacles. 

Admittedly, we do not have 
that formula, but we do assert 
that if Messrs. Meany, Reuther 
and Harrison are sincere in their 
desire to produce such a formula, 
they will sit down with any group 
of successful business executives, 
regardless of their relative stat- 
ure, and bring that formula to a 
reality, thus assuring the national 
economy of a long, long era of in- 
dustrial peace. END 





As | See It! 





(Continued from page 349) 


deliveries, increased retail sales 
and generally expanding demand. 
On the other hand, rising gold 
and foreign exchange reserves 
are a source of embarrassment 
for the German authorities and 
one of aggravation for those 
countries from which these 
funds flow. 

The unique measures insti- 
tuted with the discount rate 
hike to prevent a further inflow 
of short term or “hot” funds 
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were a BAN ON THE SALE 

OF GERMAN TREASURY 

BILLS AND BONDS TO NON- 

RESIDENTS and the CESSA- 

TION OF INTEREST PAY- 

MENTS ON NON-RESIDENT 

BANK ACCOUNTS. 

Here again, the external reper- 
cussions of a rise in the discount 
rate were being offset, this time 
by direct moves limiting the in- 
ternational effects of the discount 
rate per se. 
>THE EFFECTS of the Central Bank 
actions on both sides of the At- 
lantic and the accompanying 
measures —in the case of the 
U.S., indirect, in that of West 
Germany, direct — are not imme- 
diately evident, and no conclu- 
sions as to their success can as 
yet be drawn. But at least, there 
is a hint of innovations, and a 
trend towards more _ utilization 
of the discount rate as a domestic 
and almost purely psychological 
tool, while limiting conflicting ex- 
ternal effects with other proced- 
ures, — is apparent in the mone- 
tary winds. END 





How Long Will Summer 
Rise Last? 





(Continued from page 351) 


spending on the part of industry 
is headed for some contraction 
and if the public continues rela- 
tively apathetic, the prospect of 
a better - than - seasonal upsurge 
seems remote. 

Consumer Spending — It is in- 
teresting, for example, to note 
that government figures dis- 
close a greater than usual setback 
in consumer spending for last 
month. 

Employment—Further improve- 
ment in employment shown in the 
monthly tabulation was a favor- 
able factor, but unless workers 
are more anxious to spend their 
paychecks business activity may 
remain on the slow side. 


In Conclusion 

Financial markets had the ad- 
vantage of technical factors in 
one of the widest advances in 
percentage gains in the last two 
weeks. Two interesting conclu- 
sions can be drawn from the 
vigorous advance: (1) Funds are 
not lacking for purchases of 





stocks, either for investment o) 
for speculation, in spite of rela} 
tively high interest rates and re} 
strictive 90 per cent margin re 
quirements, and (2) characteris 
tics of the swift resurgencé 
appear to reflect speculative ac 
tions rather than investment ac 
cumulation in anticipation of ¢ 
prolonged business recovery. [i 
short, the market has been re 
bounding from a patently over 
sold position. Sustained recover 
ies seldom begin with such vigo 
Unless some unexpected inter 
national event appears on thy 
horizon, the summer advance ap. 
pears to have the momentum 
endure for another three to fi 
weeks. Approach of mid-year 4 
nancial statements in late July 
many of which are destined 4 
make painful comparisons with : 
year earlier, could provide tli 
background for reactionary ten: 
dencies. — Monday, June 13. 
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An Approach to Sanity 














By FIELD-MARSHAL MONTGOMERY 

In the brief time that has elapse: 
since Viscount Montgomery’s retire! 
ment from his post as Deputy Suprem: 
Allied Commander in Europe, he has 
played a considerable part in influenc- 
ing current opinion on world affairs) 
The question of the relations betweer 
East and West is the great issue that 
confronts the world today, and it 
toward a sane and satisfying solutio1 
of that tremendous problem that Lord 
Montgomery has d rected his thoughts 
His views are based firmly upon the 
knowledge and unrivaled experience 
acquired in the course of ten arduous 
years in the defense organization ol 
NATO — years in which he met the 
political and military leaders of a great 
many countries. 

A whole-hearted believer in what 
might be termed the technique of the 
direct approach, “the getting together’ 
at the highest level of the few leaders 
actually responsible for the mighty 
issues of peace or war. Lord Mont- 
gomery was an active supporter of 
Prime Minister Macmillan’s mission 
to Moscow and later he himself visited 
Mr. Khrushchev in the Kremlin. 

During the long-drawn-out and fruit- 
less Conference of Foreign Ministers 
at Geneva, Lord Montgomery delivered, 
at the University of Oxford two Chi- 
chele Lectures on the conflict between 
East and West, and the actual text of 
these lectures and of the articles con- 
tributed to The Sunday Times of Lon- 
don on international affairs is incor- 
porated in the present volume as a 
permanent record of his views. 


The World Publishing Co. $2.75) 
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TREET 


Are Your Securities 


OUT OF LINE 


— with Investment-Business Prospects? — With Your Own Aims? 


;, of the securities you own may have 
been a good buy when you acquired them 
... but may be a better sale today. 


We have never advocated continuous 
switching of issues—but the conservative 
investor should be the first to replace any 
securities which, through change, no longer 
measure up to the standards of quality, in- 
come or growth he wants to maintain in his 
portfolio. 


Never before has there been such an ava- 
lanche of new products, “special use” ma- 
terials, new techniques—with activities 
ranging from the ocean depths to outer 
space. Certainly this is no time for a “do 
nothing” investment policy. 


It is the function of Investment Manage- 
ment Service, through careful, well-timed 
recommendations, to place and keep your 
investments “in line” with the march of 
scientific achievement, industrial advance- 
ment and investment opportunity. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, 
diversification, enhancement probabilities— 
today’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous 
Revisions: 


Definite counsel is given on each issue in 
your account ... advising retention of those 
most attractive for income and growth ... 
preventing sale of those now thoroughly 
liquidated and likely to improve. We will 
point out unfavorable or overpriced securi- 
ties and make substitute recommendations 
in companies with unusually promising 1960 
prospects and longer term profit potentials. 


Close Continuous Supervision of 
All Holdings: 


Thereafter—your securities are held un- 
der the constant observation of a trained, 
experienced Account Executive. Working 
closely with the Directing Board, he takes 
the initiative in advising you continuously 
as to the position of your holdings. It is 
never necessary for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are 
given, together with counsel as to the prices 
at which to act. Alert counsel by first class 
mail or air mail and by telegraph relieves 
you of any doubt concerning your invest- 
ments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts 
and original research sometimes offer you 
aid not obtainable elsewhere—to help you 
to save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability. (Our annual fee is al- 
lowed as a deduction from your income for 
Federal Income Tax purposes, considerably 
reducing the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enroll- 
ment you receive our audit of the progress 
of your account showing just how it has 
grown in value and the amounts of income 
it has produced for you. 








he | investors with $40,000 or more we shall be glad to send full information on Invest- 
ment Management Service. Our annual fee is based on the current value of the securities 
and cash to be supervised—so if you will tell us the present worth of your holdings or list 
them for our evaluation—we shall quote an exact fee—and answer any questions as to 
how our counsel can benefit you. 








INVESTMENT MANAGEMENT SERVICE 


A division of THE MAGAZINE OF WALL STREET. A background of over 52 years of service. 
120 WALL STREET NEW YORK 5, N. Y. 





4S ON TEXACO PROGRESS 


¢crom coastal to global operations 
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wep 8 r | THE TEXAS COMPANY U.S.A. 
POX ACO PETROLEUM PRODUCTS 
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YESTERDAY—Shortly after its founding in 1902, Texaco had only one, small, wooden barge—transporting 
crude oil slowly along the Gulf Coast and up the Mississippi. Its capacity was 170,000 gallons. 


TODAY—Texaco’s giant steel tankers, like the Trinidad, ply the sea lanes of the free world, carrying 
up to 13-million gallons. This fleet forms part of a vast transportation network that helps keep the 
economy of the free world in balance. Continued Texaco growth, national and global, makes this possible. 


TEXACO 








